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TUESDAY, APRIL 19, 1955 


Howusr or Representatives, 
Setect Commitree on Survivor Benerits, 
Washington, D.C. 

The committee met at 2 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 

Mr. Harpy. Let the committee come to order. 

I think I can best outline the objectives of this committee, the pur- 
pose of this hearing by reading a quotation from the authorizing House 
Resolution No. 35, and I quote : 

(1) to conduct a full and complete investigation and study of the benefits 
provided under ‘Federal law for the survivors of deceased members and former 
merabers of the Armed Forces, and (2) on the basis of such investigation and 
study, to make such recommendations as it may deem advisable and to pre- 
pare such legislation as it may consider appropriate to carry out such 
recommendations. 

I hope that within the next few months all of us here will have the 
satisfaction of seeing the purpose of this committee fulfilled. 

During the past several months many constructive suggestions, sev- 
eral proposals, and legislation in draft bill form have been submitted 
for our consideration. All of this has been quite helpful, though fre- 
quently confusing. 

I am convinced that there is a real need for such a study as this 
committee is conducting, for some of the inequitable situations which 
exist today in the field of survivor benefits have too long been ignored. 

To me, one of our main functions is to try to correct these inequities, 
and assure Armed Forces personnel, and former Armed Forces per- 
sonnel who die of service-connected causes, that their dependents will 
be provided for. 

When certain survivors receive only $87 per month and others in 
like circumstances receive several hundred dollars per month, I do 
not feel that we are providing equity of treatment. 

This committee hopes that a survivor benefit program can be evolved 
which will be reasonable and realistic in its benefit levels, equitable 
in its treatment of all survivors, and one which will give the men 
serving in the Armed Forces some peace of mind in knowing that their 
employer—the Federal Government—will provide survivor benefits 
for their dependents, if need be. 

The problem which this committee has under consideration is an 
extremely complex one. I believe that the veterans’ organizations 
who have lived. with the issues under consideration, seen practical ex- 
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amples of the inequities of which I speak, and have observed at first- 
hand the maze of administrative detail which exists, are in an excel- 
lent position to give the committee some highly constructive sugges- 
tions and solutions to the problems and issues at hand. 

I will be extremely disappointed if we do not get that type of guid- 
ance and assistance from those close to and familiar with the problem. 

I do not know of a single member of this committee, including my- 
self, who at this time has resolved in his own mind what is the an- 
swer, or best answers, to the many questions which are involved in 
this study. . 

It is inescapable that within the next few weeks the committee will 
be faced with making certain policy decisions and on the basis of 
such decisions the accomplishments and worth of this committee will 
be evaluated, 

I hope that all of those here today and those to testify before the 
committee in the days to come will feel a strong sense of responsibility, 
for it is on the basis of their testimony and our evaluation of it that 
we must reach these difficult policy decisions. 

Now, before we begin with the testimony from any of the witnesses 
here, Mr. Carnes, do you have some matter you want to put in the ree- 
ord, and some comments to make ? 

Mr. Carnes. Mr. Chairman, as you know, the staff group has been 
working rather diligently since the first of the year to try to evolve for 
the committee’s consideration certain staff proposals. 

These staff proposals are three in number and inasmuch as one of 
them will be discussed essentially in essence this afternoon and is in- 
herent in the provisions contained in what we will call plan A, I would 
like to submit for the record at this time a committee print A, which 
is a draft bill of a possible solution to the problem under consideration 
by the committee. 

Mr. Harpy. Without objection, so ordered. 

(Committee print A is reprinted as appendix A.) 

Mr. Harpy. Now do you have anything further ? 

Mr. Carnes. No, sir. 

Mr. Harpy. This committee print A as it is known is the draft of 
a bill which has grown out of much effort and a great deal of assistance 
that has been given the committee by various people in the executive 
agencies. 

I want to now express my appreciation to the representatives from 
the Defense Department; the Bureau of the Budget; the General Ac- 
counting Office; the Department of Health, Education, and Welfare 
Department; the Veterans’ Administration ; and also some of the other 
uniformed services, we have had the Coast and Geodetic Survey with 
us; and the Public Health Service, and the Coast Guard. 

And I also want to express appreciation to the veteran organizations 
that have given us some very helpful suggestions. 

The committee is particularly grateful to have with us Admiral 
Grenfell, representing the Defense Department. 

Admiral, I believe you have a prepared statement that you will pre- 
sent to the committee in discussing this committee print ? 

Admiral Grenrett. We do not have a prepared statement, Mr. 
Chairman. We havea presentation to make. 

Mr. Harpy. That is fae 
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Suppose we just proceed. I will turn it over to you and you proceed 
as you think best. 
Admiral Grenrett. Thank you very much. 


STATEMENT OF REAR ADM. ELTON W. GRENFELL; ACCOMPANIED 
BY CAPT. DAVID L. MARTINEAU; AND CAPT. J. B. HOYT, REPRE- 
SENTING THE DEPARTMENT OF DEFENSE 


Admiral Grenrett. Mr. Chairman and members of the select com- 
mittee, I would like to tell you we are honored to be here today and 
we are very grateful that you are asking us to be your witnesses today. 

By virtue of a little background to this task force I represent here 
as dutteue today, I think it appropriate that I tell you about 3 weeks 
ago the Assistant Secretary of Defense for Manpower and Personnel, 
Mr. Burgess, appointed to my committee the job of taking over the sur- 
vivor benefits bill, exploring it, looking over all the problems and com- 
ing here to make a presentation to your committee to let you know 
how we feel about survivors benefits. 

Mr. Harpy. I would like to express a word of appreciation to the 
Secretary for having done that. 

I had the pleasure of participating with Mr. Kilday, on the Com- 
mittee for Armed Services, when essentially this same task group pre- 
sented a pay incentive bill, and it was done in such a fine fashion I 
am specially glad to have the assistance of this group on this matter. 

Achatrat GRENFELL. Thank you, very much. 

We hope to do as well. I think it appropriate to let you know we 
meen a few changes in our team. If you indulge me, I will introduce 

em. 

Capt. J. B. Hoyt, an old veteran with the survivors benefits bill. He 
is one of the Navy members. 

Commander Slatinshek is another task force member. 

Captain Martineau will assist me in the presentation. 

From the Air Force we have Lieutenant Colonel Holliday, a new 
member. 

And Lieutenant Colonel Stephens who worked with us before. 

From the Army, Colonel Brinckmann and Mr. R. L. Walters, gentle- 
men who know considerable about our survivors benefit problems. 

And last but not least from the Marine Corps, Major Delamar and 
Major Widner. 

Last but not least we have the able assistance of Miss Pepper, whom 
you all know, I am sure, and Mr. Pearson P. Brown. 

My committee and I are well aware of the fact that you and your 
committee have done an awful lot of work on this problem of survivor 
benefits and we appreciate this tremendous effort you have done in the 
past year. 

We also appreciate the fact this is a very complex and complicated 
problem. We have learned in the last 3 weeks it is, indeed, terrific. 


We hope we can help you and by so doing help ourselves to come 
up with a good, fair, and equitable bill. 
at is our major effort and what we are trying to do. The so- 
called plan we have in front of us here today is the plan the Depart- 
ment of Defense does like and it is with that in mind we will make our 
presentation today, following that particular line. 
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May I have the first chart, please? 

(The chart referred to is chart No. I, appendix B.) 

Gentlemen, this chart shows the present survivors benefits system 
is a complex multiple structure which like Topsy, “just growed.” 

Here you see the picture of a widow; a new widow, with two chil- 
dren, facing the problems of the future. The first problem she faces, 
is the fact that she must wade through some 27 forms or more, depend- 
ing on what service her husband is in, and find out from which one she 
can get the survivor benefits due her. 

She must present her credentials forms to some six agencies and it 
is an overwhelming problem for any widow facing life alone for the 
first time. 

Needless to say she needs a lawyer, the counseling of some service 
organization or some service friend not always in a position to help 
her. 

Needless to say in some cases our widows have been late in getting 
the benefits due them. In some cases they may not have received the 
benefits due them for some years. 

First she must go to the appropriate military service to obtain her 
6 months’ gratuity. This is something she generally knows about. 
She knows her husband, if he died, benefits her to the extent of 6 
months’ gratuity. This is about all she does know. 

That in general, including all service people. 

She must go to the Social Security Administration for partial old- 
age and survivors insurance. If she is the widow of a Reserve officer 
and he has died from injuries on active duty, she goes to the Depart- 
ment of Labor and applies for employees compensation. 

And last, to the Veterans’ Administration for Government insur- 
ance, if her husband had such, for soldiers indemnity and for veterans 
compensation. 

Here is a typical letter the widow gets with all of its twenty-seven- 
odd forms. : 

This is what she gets, at least from the Navy, and it must be a fright- 
ful thing to receive with no one to help her. oo. 

It is hoped any legislation which comes out of this particular Con- 
gress will reduce the number of forms she does have to fill in and cer- 
tainly the number of forms she has to fill in to receive the major bene- 
fits which would enable her to get the income as soon as possible. 

These organizations have been doing their jobs in an admirable way. 
They have been trying to help the various categories of people they 
are responsible for and probably as a result of their zealousness and 
energy to do a good job, the adding up of all the benefits available have 
resulted in some inequities, and I would like to point out what we must 
correct if we are going to give fair and equitable treatment and the 
treatment of deceased service personnel. 

Mr. Treacve. You do not send all those forms to a widow by mail? 

Admiral Grenretu. Yes, sir. 

Mr. Harpy. You do not send somebody ? 

Admiral Grenret.. We try to send out appropriate forms. 

We do not necessarily send them a stack of 27 but in general quite 
a few forms. 

Mr. Harpy. Don’t you send some officer from the military area who 
helps her out? 
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~ Admiral Grenretu. In the case of the Navy we are just doing that. 

Mr. Tracur. How about the other snevitiel 

Admiral GrenFett. I would have to inquire from the other services 
and I will ultimately. 

sibe chart referred to is chart No. II, appendix B.) 

is chart shows survivor benefits, initial monthly income under 
present survivor provisions, and ratio-to-active-duty pay. 

This chart I think you are quite familiar with. I show it to bring 
out the inequities we would like to discuss. 

In this column are the various pay grades from E-1 up to O-8. Here 
you see the first inequity, which we think is an inequity, the fact that 
widows of all grades, regardless of grade or rank, receive the same 
benefits, namely, in this case $179.90 which is broken down $87 for war- 
time payment, $70 for peacetime, from the Veterans’ Administration 
and $92.90 from the soldiers indemnity. 

The next column shows what the reservists widow received. Here 
you see quite a similarity and then a wider and wider division as you 
get to the top where we have the widow of the reservist admiral, in 
contrast to the $179 received by the widow of the Regular admiral, 
being paid over three times the amount received by the-widow of a 
Regular admiral. 

The next column shows the ratio or percent of the income to total 


pay. 

Ana this brings out what I feel is the third inequity, the fact the 
widow of the E-1 receives 88 percent of the gross pay, whereas the 
widow of the O-8 receives 14 percent of the gross pay, quite a disparity 
between the widow of an enlisted man and the officer, and in the 10- 
year period, this is accentuated even more. 

The next column shows the ratio. 

Again the high percentage for the reservist widow, E-1, as against 
the O-8. 

The difference is far less but it brings out the second inequity I men- 
tioned, the fact that this is three times that of the O-8. 

(The chart referred to is chart No. III, appendix B.) 

The next chart is the same sort of a chart, except for the widow with 
2 children and these are initial monthly payments they received for 
the first 10 years. 

Here you have a pay grade, gross pay, and here rs see regardless of 
rank, the widows receive $370 approximately all the way down the 
line. 

The next column shows what the reservists widow gets. 

There are similarities in the lower enlisted rating but these grad- 
ually widen out as you go down the scale, where it becomes 2 to 1 in 
comparison with the Regular. 

The next shows the proportion, and the fourth inequity that comes 
about from the fact that for the first time we see, even for the Regular 
in the lower enlisted rating, the widow receives more pay than her 
husband’s gross pay amounted to. 

And the next chart for the reservist shows even more markedly that 
for all the enlisted men and some of the officers, the widow receives 
more pay than the gross pay. 

We think this is an inequity that should be corrected for we feel the 
widows income should be geared to the husband’s gross pay in order 
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that she may live to some degree in the status she has been familiar 
with in her last years before her husband died. 

(The chart referred to is chart No. 1V, appendix B.) 

Next chart, please. 

This is the sample case we took to show the next inequity. 

The present survivors benefits system has given rise to many inequi- 
ties already discussed. 

This is the case of major or lieutenant commander with 10 years of 
service. His monthly payment is in the amount of $652. 

In the case of the Reserve officer when he dies on active duty, service- 
men’s indemnity, $93. 

Social security, $128, Federal employees compensation, $456. 

The widow of the Regular service receives the same two upper 
compensations, but when it comes to the veterans compensation this 
is quite a bit less. 

It is $371, that his widow receives. 

Then to show the contrast as to what can happen to a retired officer, 
retired physically, we have here an individual case, $150, contingency 
option act, $157. 

Social security, $128. Total, $435. 

In the case of two rear admirals who died not so Fhe | ago, one had 
retired and taken the contingency option act and he died shortly after 
physical retirement and his widow received $286 a month because he 
chose to take the contingency option act. 

About 3 days later an active duty admiral in everything else, the 
same category, died and his widow recevied $163, a month for the 
first 10 years, and then it drops to $70 a month. 

I would like to point out here that this is an optional choice for 
the retired officer, something that is not available to the active-duty 
officer. He cannot come under such a plan as this. 

(The chart referred to is chart No. V, appendix B). 

The next chart shows that the inequities will be even more pro- 
nounced after the 30th of June unless the current social-security pro- 
gram for the military is continued beyond the 30th of June. 

Anyone with 10 years participation with maximum protection, $128, 
will drop down to a $50 minimum. 

If he has been in the plan for 5 years this will drop down from $128 
to zero social security benefit. 

After the 1st of July anyone coming in the program who has say 
$200 protection will ultimately lose all of it, and he who comes in 
with no social security will have none. 

(The chart referred to is chart No. VI, appendix B). 

Now the purpose of the proposed survivors plan, as we see it in 
plan A is to provide, and you have already stated so, fair and adequate 
survivor benefits to the dependents of three categories of individuals 
and we have broken them up in this category because they are different. 

They have divisions involved in each of the categories. 

First the active-duty servicemen’s dependents. 

We feel this group here probably needs as much attention as any- 
body today, for the reason you mentioned a moment ago. 

The dependents of the veterans and retired military personnel is 
another category, and those already retired together with those who 
are veterans certainly need some corrections to their systems, right 
now. 








rae 





SERVICEMEN’'S AND VETERANS’ SURVIVORS’ BENEFITS ACT 7 


And the last but not least category is deceased servicemen and veter- 
ans’ and their widows. 

Some of their widows are in dire straits as you know and their 
conditions should be improved. 

These three categories will be discussed in detail by Captain Mar- 
tineau, one category at a time. 

Captain Martineau. Thank you, Mr. Chairman. In the next part 
of our presentation, Mr. Chairman, we shall endeavor to compare in 
some detail the operation of existing law as it applies to survivor bene- 
fits, and to compare the principal deibats with the proposed bill con- 
tained in the committee draft now before the committee. 

We have a series of charts for that also, Mr. Chairman, that I will get 
into presently, but before proceeding with that, I would like to say 
these few words. 

An important part of existing law, and also of the proposed program 
set forth in the bill now before you is involved with social security ; 
that is, the old-age survivor insurance. 

I think it would be helpful to go into that at this point in some 
detail. We recognize, of course, as does certainly the committee, that 
it is an extremely important problem and we also realize it is some- 
what controversial at this time, and you yourself, Mr. Chairman, have 
pointed out that no one on the committee has quite yet made up their 
mind just what direction this should take. 

With that in mind, I think it might be helpful to review briefly for 
= record this matter of social security and to trace first briefly the 

istory. 

Since 1940, it has been necessary for large numbers of our citizens 
to perform military service either on a compulsory basis or purely 
as a patriotic act, due to the stress of the times. 

That continued through World War ITI and it has continued in the 
years since and it appears that it may continue for an indefinite time. 
Military service was not credited under the original concept of social 
security when it was enacted in the thirties, and commencing in 1940, 
when citizens came to serve on military duty, without having it in mind 
as being their career, as had been the case previously, no initial step 
was taken to recognize military service as a part of social security. 

The Railway Retirement Act, however, and certain other forms of 
participation and programs, military service was credited. But it 
was not until 1946 that the Congress decided that something had to 
be done on this problem, and the first step was taken, and the Con- 
gress then provided that all persons who had been discharged from 
the armed service for a period within 3 years from the discharge, if 
they died within that 3-year period, would be deemed to have been 
covered by social security under a limited wage credit, and the Con- 
gress set up $160 per month wage credit, which, incidentally, was bor- 
rowed, or at least was the same one that was used in the Railway 
Retirement Act of 1940, that it be calculated, I imagine, on conditions 
as they existed at that time. 

Congress at that time decided that World War IT, for that particular 
purpose, would be considered to have terminated in July of 1947. 

That meant that any person who left the service as late as July 1947, 
and if they died within a 3-year period after that, would be deemed 
to be covered by social security. 
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In 1950 this Congress acted again and extended social-security 
credit on the same $160 per month wage credit basis to all persons 
who had served in the armed services and were still serving from 
1940 through 1947. 

Then, of course, came Korea and in 1952 the Congress acted again 
and extended this coverage for social-security credit to those in mili- 
tary service through December 1953. 

And finally in 1953, the Congress acted again and extended the 
social-security coverage on the $160 wage credit basis until June 30, 
1955, and that is where we stand today. 

That means that all military service from 1940 through the coming 
June is covered by this limited form of social security. $160 wage 
credit under the present law applies across the board for all ranks 
and ratings. It is a free coverage Congress has provided. There is 
no contribution required by the individual, nor does the employer 
make a contribution. And it should be mentioned at this time that 
this $160 wage credit is considerably less than the total equivalent pay 
of even our lowest rating today. 

We figure that as being in the neighborhood of $200, for the recruit 
in the services, figuring his pay, and his services in kind. The present 
law also requires that for anyone to be able to benefit by the social- 
security coverage he must have had 18 months’ active military service. 
If they have died prior to having qualified under that 18 months, 
during or since World War II, the coverage is not extended, the 
benefits are not extended to their beneficiaries. : 

There are certain inconsistencies in the present application of the 
law and these show up particularly in the manner of persons separat- 
ing from active service. 

Under the present law, if a veteran separates, and I say a veteran 
to distinguish’ him from a retired person; namely, one who is entitled 
to retired pay: if a veteran separates from the armed services he is 
able to carry forward into civilian life this military social-security 
credit on the $160 basis. 

And then if he comes into a form of employment in the civilian 
world, that amount is credited and he can augment that up to the 
maximum wage credit of $360. 

On the other hand, if a man Jeaves the service who is entitled to 
receive retired pay on the basis of longevity, from 1947, and under 
many conditions through 1955, he is not entitled to carry forward any 
social-security credit for his military service. 

If, however, this retired person leaves active service, having retired 
for physical disability, then he may carry forward into the inactive 
status this full military service credit, just exactly as the veteran 
would, who is not entitled to retired pay. 

There is another interesting category : The persons who have served. 
and some are still serving on active duty, who had service in World 
War I—under the present law they are able to carry forward with 
them when they leave active service full social-security credit for the 
years of active service since 1940. 

Regardless of these little inconsistencies, there is no question at all 
that social security, even in its present limited form, is a tremendous 
advantage to persons in military service. It fills a great gap for 
widows with children, where the serviceman has passed away. 
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And it appears to be one of the few, if not the only, the most reason- 
able, the most practical means of permitting the noncareer serviceman 
to get credit for his military service when he goes into civilian life and 
comes in under another form of retirement plan. 

That has been a problem for some time: How can the noncareer serv- 
iceman, the man who does not serve long enough to become entitled 
to retired pay, how can his military service be credited in an equitable 
form, so that those years will not be entirely lost when he starts to build 
up whatever retirement program he is going to use ¢ 

We feel, having looked into the problem, that the extension of social 
security to the military would go a long way toward answering that 
problem. 

If nothing were to be done and the present law were allowed to 
lapse, which it would, this coming June 30, that would set up some 
more inequities, as Admiral Grenfell indicated on one of his charts. 

This application of social security to the military has been in effect 
long enough now so that we have persons on active duty who have 
qualified for the fully insured status for life. That requires 10 years’ 
coverage. ‘Those percentages would continue to have that coverage as 
long as they were on active duty, though it would diminish because 
they were serving credits no longer, it could not go below a certain fixed 
minimum, inasmuch as they are covered for life. 

Then we have another category, the persons who had received a con- 
siderable amount of credit, but not the required 40 quarters or 10 
youre Their credit would gradually diminish and in time it would 
vanish. 

Then we would have the problems of the new entries, the persons 
who enter service from here on out. We would have the case of the 
man coming to active duty who had been formerly employed in civilian 
life, under a vocation that was credited for social security. He would 
bring that credit into the military service with him, but it would 
gradually diminish and he would no longer be covered. Then you 
would have the other category, the young man coming to active service 
who had not been so employed. He would come to active service with- 
out any social-security coverage, and he would receive none while he 
was in the military service, so when he left the service, whenever that 
time came, then he would start from scratch in developing any social- 
security credit. 

Considering the large numbers of citizens who have service and who 
will serve on either a compulsory basis or because they consider it their 
patriotic duty to do so, in view of the distress of the times, it seems that 
it is quite proper to extend social-security benefits to military service. 

Or to put the question another way, why would it be proper to ex- 
clude it from social-security credit? The Congress has already estab- 
lished the principle, and has since 1946, that military service is credit- 
able for social security, at least in a limited way. 

And, as we all know, the present social-security law does today 
cover over 90 percent of the workers in our country, and of the many 
vocations and forms of employment in it. And we must ask ourselves 
the question, Is it proper to continue it for the military, on the present 
partial gratuitous basis, which is its present form ? 

And would it not seem preferable in most every way to include the 
inilitary in the same manner every other citizen is included; namely, 
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within the full operation of the Social Security Act and on a fully 
contributory basis? 

At the present time neither the individuals nor the Defense De- 
partment are contributing to social security and the expenses are 
having to be borne by the social-security trust fund. 

So we feel from our examination so far an excellent case can be 
made for extending social security on a fully applicable basis, fully 
contributory basis, no gratuities, no special privilege. 

With that I would like to proceed with the first of our charts. 

Mr. Harpy. I think you came to grips right at the beginning with 
one of these tough policy questions we are going to have to decide, 
and I commend you for taking off on the offensive, on the social- 
security proposition, right in the beginning, because that is one of the 
tough ones we are going to have to wrestle with before we get through. 

Captain Marrineau. Mr. Chairman, I would like to say I did not 
have in mind taking the offensive. 

Mr. Harpy. That was a good offense. 

I cannot be sure whether that was solely your idea, or whether 
maybe Joe Hoyt had put you up to that. 

Mr. Teague. Captain, what would be the reaction of your lower 
grades to social security ? 

T am not concerned about the officer grade. 

Captain Marringeav. So far as I know, Mr. Teague, I think the 
reaction would be good. 

.Mr. Tracur. You think there would be no question of coming back 
to ask for a pay raise to cover that contribution to social security ? 

Captain Marrieav. I can, of course, only give you my opinion. 

I don’t think there would be any immediate pressure. Of course, you 

cannot promise that nobody would be wanting a pay raise at any 

time, but I think not, when it is explained to them, and it would be 

very necessary it be properly explained and there should be a sound 
educational program. 

Mr. Tracue. I agree there should be an educational program, but 
Mr. Kilday is of the opinion that will soon come—that there will be 
a request to give at least your lower grades enough of an increase to 
take care of that social- -security contribution. 

Captain Marrineav. There are several ways that could be handled, 
Mr. Teague, and I would like to suggest that we hold off exploring 
those suggestions until a little later on. 

The Prestorne Orricer. I think we will have to hold off on those. 

Now, that we have already in the record some of the thinking of 
the task group on social security, we will be able to.explore each of 
them a little bit later, but I think as long as you have expressed this 
thought, there would be a general willingness on the part of military 
personnel to contribute to social security, maybe you ought to consider 
whether or not the military retirement should be handled i in the same 
manner, and put on a contributory basis, with adjustment in pay, if 
necessary. 

Captain Marrrmneav. There is a lot of sentiment in the services to- 
day, that military retirement be placed on a contributory basis. 

Mr. Harpy. I think there is a sufficient similarity in the philosophy 
behind the two programs to justify similar treatment. That was the 
thought I had. 

Captain Marttneav. I fully agree with you, sir. 
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Mr. Harpy. Go right ahead with your presentation. 

Captain Martineau. The first category that Admiral Grenfell men- 
tioned, the first one will be applied to personnel on active duty, at the 
present time, if this bill were enacted. 

I would like to treat this as shown on the charts. 

We will cover the aspect by the present law, and the proposed bill 
under these principal elements; death gratuity, social security, Vet- 
erans’ Administration indemnity, Veterans’ Administration death 
compensation and finally the Federal Employees Compensation Act. 

(The chart referred to is chart No. VII, appendix B.) 

Taking them one at a time, first, death gratuity, any person dying 
on active duty today whose death is not the result of his own miscon- 
duct, his principal survivor is paid a lump-sum cash payment, base 
and special pay. 

That normally goes to the widow, children, and dependent parents. 
But it can also go, in the event there are no survivors in those cate- 
gories, to any other dependent who had been designated by the service- 
man. 

Under the proposed plan we would carry the general application for- 
ward in the same way. The formula for determining the pay would 
be changed somewhat. Instead it would be 4 months of gross pay, 
gross pay and allowances, but not to exceed a dollar sum of $3,000. 

Because the purpose of this death gratuity is to help the family to 
meet the initial change of the husband and father’s death. 

Mr. Harpy. Do you provide a minimum also? 

Captain Martrneav. There is no minimum for this group. 

Mr. Teacue. That would be about $800, 

Captain Marrineav. Yes. 

I would at this point like to define this term gross pay as we refer 
to it under the proposed plan. As defined in the bill before you, gross 
pay is calculated for each of the ranks and ratings, and it is the sum 
of the basic pay and the allowances, and a money value for certain 
other emoluments that the service man receives—hospital care, cloth- 
ing. in some instances, an average for hazard pay, and overseas pay. 

There is a table of gross pay set forth in this committee print for 
each rank’s gross pay. 

Mr. Harpy. Captain, if I may interrupt you—do you gentlemen 
want to move over so you can see / 

All right. Go right ahead. 

Captain Marrineav. Under the present. law it is possible for any 
dependent relative to receive the death gratuity. We advocate a little 
tighter control in the proposed bill and in the event there is no widow, 
or minor child, or dependent parent, then the serviceman could desig- 
nate another dependent relative, just as at present, but if it were pay- 
able to that other dependent relative it would only be balf this amount. 
It would be a sum of 2 months gross pay but not to exceed a sum of 
$1,500. ‘That is defined in the bill, any relative whom the Secretary 
determines to have an insurable interest in the serviceman considered. 

Now, the matter of old-age and survivors insurance, we have al- 
ready touched on that in some detail. 

The present law includes the $160 benefit for all ranks and ratings. 
And it is applicable only to those persons on active service, and under 
some conditions, as I have already pointed out, it may be carried 
forward when that person goes into inactive status. 
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And there are the various inconsistencies and little inequities that 
| have mentioned. 

Under the proposed bill, it is reeommended that OASI be made 
fully effective, just as it is for covering any other form of employ- 
ment or vocation that is included within its present provisions, on a 
fully contributory basis and enabling people in service to utilize up 
to the maximum wage credit which is up to £350. 

There would be a minimum wage credit for the lowest rating of 
$200 per month, wage credit. 

There would be one single departure from the application of social 
security in this bill, and it is reeommended here that any person com- 
ing to active service be extended immediate coverage, so as not to re- 
quire that they first must serve 18 months. 

That is the case under present law, that they must serve 18 months. 
We feel that has as many disadvantages to it, particularly for a 
military organization, and in the event of any future war or conflict, 
such as Korea, or the daily operations and risks and hazards of service 
life, it is very possible that a serviceman will lose his life prior to hav- 
mg completed 18 months, but losing his life in the very nature of the 
work. 

Mr. Bares. Captain, if I may interrupt before you leave that, what 
would be the situation for those who were in the service prior to 1940 
and will retire within the next few months? As far as the $160 per 
month wage credit is concerned, what would the situation be? 

Captain Martineau. Upon the the date of enactment of this bill 
such a person would retain the $160 wage credit that they have earned 
and they would then continue to accrue a credit for whatever length 
of service they had. 

But there would be a minimum benefit. They would be fully in- 
sured under the law. 

But a person in my own case, for instance, with my income would 
qualify for the maximum $350 wage credit but on the date of enact- 
ment of the bill I only have the $160 wage credit. 

In time, as I continued on active service after the date of enactment 
I would gradually build that up, according to the formula contained 
in the law. 

If I were to retire shortly after the date of enactment, under the pro- 
visions of the bill I could carry forward the provisions of the bill, even 
though the retirement pay formula was based on longevity. 

Mr. Bares. But it would be the same for those who retired on dis- 
ability and the same for veterans ? 

Captain Martineau. Yes; everybody would be the same. 

There would be no distinguishing between Reserves or Regulars, 
or how did you retire, or what was your status at the time of death. 

That would all be eliminated and balanced out under this proposi- 
tion here. The only requirement would be, did the man serve on active 
service, and what pay was he entitled to? 

Mr. Bares. That would be additional cost, as far as social security 
is concerned. 

Captain Marrineav. There would be additional cost, but the cost 
to the Government, as you will see later, would be less, because, at the 
present time, the entire cost is being borne by the social security fund. 

Mr. Bares. But it would be more for those individuals ? 
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Captain Marrineav. It would be more for the individuals, under 
the proposed program here. All individuals on active service would 
pay 2 percent of their income up to $350. 

Mr. Bares. I mean, it would be more in reference to those individ- 
uals, because under the present plan it costs nothing. 

Captain Martineau. That is correct. Under the present plan, it is 
a complete gratuity and nobody pays anything, except the social secu- 
rity fund. 

Mr. Bares. Yes. 

Captain Marrineav. Proceeding now, Mr. Chairman, to the next 
principal category here, the Veterans’ Administration indemnity: 
under existing law, of course, all persons under active service are cov- 
ered b ythis $10,000 insurance policy, payable to the beneficiary desig- 
nated by the insured at the rate of $92.90 for a period of 120 months 
or 10 years. 

There are modifications to that depending upon any other forms of 
Government insurance which the individual may have, and which they 
saw fit to retain. 

People are eligible for the benefit only while they are on active 
service, and for a period of 120 days thereafter. 

Under the proposed bill the general principal would be the same. 

It would be applicable only to those who served on active duty for 
a period of 120 days after they left active service, but the computation 
of the benefit would be different, and here it would be a flat $50 per 
month to be paid to widow, widow children, or children alone, if there 
were no widow, and parents, including nondependent parents, under 
certain conditions, because similar to present law, this $50 per month 
would also be paid for a period, guaranteed period of 10 years. 

If the widow remarried during the 10-year period, it would continue 
to be paid to her, as it is at the present time. 

But if she were remarried it would stop upon the expiration of 10 
years. On the other hand, if she were not married A continued in 
the widow status, it would continue for the remainder of her unmar- 
ried life. 

Captain Martineau. If there is any portion of the 10-years’ pe- 
riod that is not paid, due to the fact that there is no widow and is no 
minor child, then it would be paid to any surviving parents, whether 
or not they are dependent for any remaining portion of the 10-year 
period. 

It would not be paid to nondependent parents beyond the 10-year 
period. It would, however, be paid to dependent parents, if there 
were no payments going to a widow or minor children. The insurance 
principle is preserved here, as it is in existing law. By that, I mean 
the right of the insured to designate a beneficiary. 

It is possible and permitted under the proposed bill, as it is under 
existing law, for the insured to designate a beneficiary. He is not 
required to name his wife or his minor children as the beneficiary. 
And there are certain provisions that we will come to later that take 
care of that contingency. : 

Mr. Bares. Before we leave that, Captain, can you tell the com- 
mittee what the thinking was that suggested this change? Can you 
tell the committee why you reduced the $92.90 to $50? Can you tell 
us why ? 
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Captain Marrrneav. I believe I can. At the present time the 
$10,000 is paid at the rate of $92.90 for a period of 10 years and it 
stops at the end of 10 years, regardless of any other circumstances. 

Under this proposition here, I would like to point out the fact that 
it is very definitely tied in with the next benefit we will come to pres- 
ently, the death compensation. But it was considered highly desirable 
to permit this proposed $50 per month to be paid beyond tlie 10-year 
period in the event the widow did not remarry, in the event there were 
still minor children or dependent parents. 

Mr. Bares. And in many cases it would be about time for them to 
go to college and they would have that expense coming in, and rather 
than continue the $92.90, you would have a continuity of the $50? 

Captain Martineau. That is exactly right. You mention going to 
school, that principle of existing law is recommended to be continued : 
namely, the time a child is no longer dependent is when he reaches 
the age of 18, but under existing law, that can be extended until the 
child reaches 21, provided he is attending an approved school. 

Mr. Treacur. Did you consider a choice, $92.90 for 10 years, or $50 
for life? In other words, for a young lady with young children, that 
10-years’ effort would be difficult for her, but suppose an older person 
would prefer the $92.90 for 10 years, instead of the $50 for life; what 
about that ? 

Captain Marrrneav. It was considered, Mr. Teague. I did not sit 
on the committee that considered it, but Iam sure it was. I would like 
to refer that question to Captain Hoyt, if I may. 

Captain Hoyt. The purpose of reducing the benefit to $50 is two- 
fold; first, to provide the continuity, and also to avoid too much money 
being spent on people no longer dependent. 

Under this law the equivalent sum would be about $5,200. We feel 
that the new scheme will insure a greater spread of the benefits over 
the years when the need exists and less money going to people who are 
no longer dependents. In other words, our effort all the way along has 
been to try to increase the benefits to people who are wards of the Gov- 
ernment; in other words, who are really dependent and suffering be- 
cause of the death of the serviceman, and with less emphasis upon the 
parents who were not dependent, less emphasis on the widows who re- 
married, and more on the people who are really still in trouble because 
the serviceman died. That basically, is the reason for the change. 

Mr. Carnes. I think we had better inject there also the point made: 
If this plan were adopted, or a plan similar to this, if an older person 
who would prefer the $92.90 versus $50, that the enlisted man would 
be in the service quite a while, and the percentage of his pay would be 
higher, and the benefit would be higher than the current static level 
of VA benefits. 

So that was another compensating factor that was discussed. We 
don’t think any widow over 55 or 60 would want the $92.90. Their 
husband had attained some status in military, a staff sergeant, in the 
enlisted grade, or a chief, or a warrant officer. You would be provid- 
ing her with more than she received at the present time. 

Captain Hoyt. It had a great bearing on this. 

Mr. Bares. Captain Martineau, do you want to repeat just again: 
There seems to be some confusion how long this widow gets $50 and 
also the situation when she marries. 
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-Captain Martineau. $50 per month would be paid either to.a widow, 
children, or dependent parents, for a guaranteed 10-year period. 

It would be paid to the widow for that 10-year period, even though 
she did remarry. If there be no widow, it would be paid to the chil- 
dren, for the remainder, any remaining portion of the 10-year period, 
regardless of their age, until they had fulfilled, or had received the 
full 10-year payment. 

If there were no widow and no children, during any portion, or all 
of that 10-year period, it would be paid to parents, whether or not they 
were dependent parents, for the 10-year period. 

Mr. Bares. Perhaps that language on page 11 might be changed 
somewhat to more clearly indicate what you are now saying. 

Captain Martineau. We will make a note of that, sir. 

Mr. Harpy. I expect we are going to find a lot of places where we 
are going to need some language cleared up to be sure we put in the 
bill what we are saying in our discussion. 

Captain Marrineav. I think so. 

Mr. Harpy. In the case of a widow who does not remarry, what 
happens after 10 years / 

Captain Marringau. The payment of $50 per month continues, and 
that is, we feel, one of the benetits of this proposition. It will con- 
tinue for her lifetime so long as she does not remarry. 

Mr. Harpy. So that is an extension, a considerable extension of the 
indemnity principle to widows who do not remarry ? 

Captain Martinrav. Exactly, sir. 

Mr. Harpy. What about the children beyond the 10-year period ? 

Captain Marrinrav. In the event they have not reached age 18 yet, 
it would continue the $50 per month. To the single child or to all the 
dependent children, if there be no widow. It would continue until 
age 21, if any or all of those children were in a VA-approved school. 

It would extend beyond the 10-year period if it were being paid 
to parents, in the event the parents were dependent. 

Mr. Harpy. So that just carrying this plan thus far, you would 
have in the case of a widow, who did not remarry, a continuing $50 
indemnity for her lifetime, and that would be in addition to pay- 
ments derived from OASI, based upon the serviceman’s pay ? 

Captain Martineau. That is correct; and, in addition, to the next 
payment. 

Mr. Harpy. You have not got to that. I want to be sure we under- 
stand thus far we have two components of this proposed survivors- 
benefit payment. 

Captain Martineau. That is right, sir. As you pointed out, one is 
the social-security benefit, and under the proposed bill that would be 
proportionate to the man’s pay up to a maximum of $350. 

The $50 per month indemnity would be the same for all ranks and 
ratings. 

Mr. Harpy. Go right ahead, Captain. 

Captain Martineau. Continuing with the next principle element, 
the VA death compensation : The present law provides a scale of bene- 
fits for deaths that occur on active service, or are deemed by the Vet- 
eran’s Administration to be directly attributable to active service. 
The scale of payments is the same, regardless of ranks or ratings or 
the income of the individual at the time of his death. 
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Furthermore, there is a separate scale for wartime death and a 
separate scale for a death that occurred or came about as a result of 
a cause that occurred during peacetime. That, incidentally, we con- 
sider to be undesirable, because from the standpoint of the dependent 
family, from the standpoint of the widow and the minor children, 
certainly it makes little difference to them whether the death occurred 
during war or peace, the need is the same. But, in any case, present 
law does provide two scales for wartime and peacetime. The exam- 
ples shown here show both. 

For a death during wartime period, or which came about as a result 
of an injury that occurred during a wartime period, a single widow 
would receive $87 per month for as long as she did not marry. Under 
the peacetime scale it would be 90 percent of that. All of the peace- 
time rates are 80 percent of the wartime rates, 

For the first child of a widow, the payment is increased during war- 
time by $34. A widow and one child would be eligible to receive $121 
per month. It is increased at the rate of $29 per month for each addi- 
tional child without limit. We have shown here the case of a widow 
and four children. The payment to that family for a wartime death 
would be, and is today, $208 a month. And 80 percent of that time for 
peacetime would be $163 a month. 

There are payments allowed also for dependent parents under exist- 
ing law. Carrying that principle forward for the proposed program 
here, the payments—a family would become eligible for the payment 
on the same basis as the present law; namely, for deaths occurring on 
active service, or directly attributable to active service. 

The manner of computing the benefit, however, is recommended to 
be changed. Rather than have it a flat payment across the board for 
all ranks and ratings, the benefit would be computed at the rate of 
20 percent of the gross pay that the individual was receiving at the 
time of his death. 

Minimum payment is provided here, or is recommended, of $75 per 
month to the widow. I would like to point out also that this 20-percent 
payment is to a widow, or to a widow and children. It does not vary 
with the size of a family, or with the number of children. 

Mr. Harpy. You do get a variation in your OASI. 

Captain Marrreav. Yes. 

Mr. Harpy. And there would be under this plan, in OASI? 

Captain Martineau. Yes. Up totwo children, as provided by exist- 
ing law. The minimum payment of $75 per month, and a maximum 
here for a widow alone of $315, is the maximum payment provided for 
the new basic pay of the highest rank, the four-star officer. We have 
shown it here for a widow and four children, simply to show there is 
no difference in the proposition, whereas there is considerable differ- 
ence under existing law. 

To develop this point, as I pointed out, it is intended that this tie in 
very closely with the indemnity payment. The widow normally would 
be guaranteed a minimum—that is a minimum of the lowest rating, of 
$75 per month. Normally she would receive also this $50 per month, 
which would give her a combined minimum benefit of $125. You will 
recall, however, we are retaining the insurance principle, which gives 
the man the right to designate who is to receive this benefit. So it is 
possible he might have designated someone else besides his widow to 
receive that $50 benefit. 
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With that in mind, this bill proposes the widow be guaranteed a min- 
imum payment of $100 of the two payments combined in the event he 
has designated all or part of this to someone else. It is provided in the 
event there is no widow, that payment is provided for children, orphan 
children, a minimum of which would be $10 per month for each child, 
not to exceed $25 per month for each child, and not to exceed a total 
of $100 per month, regardless of the number of children. 

That is the proposition for children alone, without a widow. In 
the case of dependent parents, where there is no widow and no chil- 
dren, the program recommends a minimum payment, a minimum 
monthly payment of $25 to each dependent parent. Otherwise it is 
to be half of the benefit to each parent. Half of this 20 percent gross 
pay, whatever that might be, but not to be less than $25 for each 
parent. 

Now, it is also provided for in the event that there is, in addition 
to a widow and children, dependent parents; that is, if this payment 
were being made to a widow, or to minor children, and there were 
also dependent parents, a single dependent parent, in addition to this, 
would be eligible to receive $50 per month. If there were 2 dependent 
parents, it would be $80 per month to 2 of them. And finally we come 
to the point of a dependent parent, in the event there is also a widow 
and children. In the event that the serviceman has designated one 
of those dependent parents to receive any or all of this indemnity 
compensation, and where this payment down here is being made in 
addition to that to a widow and children, this bill provides that a 
single parent can receive not more than $75 and the two parents not 
more than $100. 

That is the combined indemnity and death compensation. 

Now for the final category here—— 

Mr. Bares. Before we leave that section, Captain, I see you have 
this based upon the individual’s pay. 

Captain Martineav. That is right. 

Mr. Bares. Which was the same basis upon which FECA was 
predicated 

Captain Martineau. Exactly. 

Mr. Bares. At our hearings last December there were those who 
took issue with that particular method on this basis: That during an 
emergency many men on the outside who make considerably more 
money than they make in the service come into the service at a low 
rank, or a low rating. There it is not in any way commensurate with 
its earning capacity. 

If it is based on their pay in the service, it is quite a bit different 
from what they were getting before. 

We can let that ride for now. Wecan cover that later. 

Mr. Harpy. Yes. 

Captain Martineau. I think we could handle that a bit better later 
on, Mr. Bates, if that is all right with you. 

Shall we proceed, Mr. Chairman? We certainly recognize that is a 
very important consideration, and a controversial point. Shall I 
continue ? 

Mr. Harpy. Yes; go right ahead. 

Captain Martineau. The final principle or element is the Federal 
employees compensation, and Admiral Grenfell has already indicated 
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the nature of the Federal employees compensation, and its gross in- 
equities today, comparing the dependents of reservists on active with 
those of regulars under the same conditions. 

Unless you have questions, Mr. Chairman, I won’t go into it any 
further at the present time. 

Under the proposed bill we recommend FECA not be applicable 
to any reservist on active service, because under this program everyone 
on active service would be treated exactly the same. 

Mr. Teacur. Would you mention what happens to a widow who 
remarries under VA death compensation ¢ 

Captain Marrrneav. I believe I did. 

Mr. Tracur. What about your proposal 

Captain Martineau. Exactly the same. If she remarried, under 
either the present law or the proposed bill, under death compensation, 
she looses it. 

Mr. Harpy. Captain, isn’t that going to slow up remarriages? 

Captain Martineau. No more than it does at present. 

Mr. Harpy. You have got eight more benefits tied in like this, 
though. 

Captain Martineau. I could not offer an expert opinion on that, 
Mr. Chairman. You would have to wait and see. I think they would 
go right ahead and get married, if the right time came along. 

Mr. Harpy. Captain, there is another peculiarity in the situation. 
You pointed out a moment ago the possibility that the serviceman 
might designate someone other than his widow to receive the indemnity. 

Captain Martineau. Yes. 

Mr. Harpy. And then you propose to increase the widow’s take 
under death compensation from $75 to $100; is that not going to en- 
courage some service personnel to designate someone other than the 
widow ? 

Captain Martineau. He can only designate his parents, and we have 
placed a limit on what the parents could receive, in the event they were 
dependent and eligible to receive this. 

Mr. Harpy. For the $50 per month indemnity, he is limited to desig- 
nating his widow, parents, and children; is that right ? 

Captain Hoyr. If I may answer that question, we have a little gim- 
mick in this law which the captain explained, which limits that op- 
portunity. If he designates his parents and they are in fact dependent 
parents, then there is a limit the dependent parent can get of both bene- 
fits, so the family, widow, and parents can’t get any more than the 
extra $100 the widow gets cut. 

Mr. Harpy. All right. I wondered whether it would encourage 
the service personnel to designate others. 

Captain Hoyr. I think it would, if it were not the way I designated. 

Mr. Carnes. What section of the bill is that ? 

Captain Hoyr. 12. 

Captain Marrineav. I was referring to the application of FECA 
and had stated it was not included under the proposed program. It 
was notnecessary. Our guiding principle has been to treat everyone 
the same. ; 

Mr. Harpy. That I don’t believe we have to get into very far, be- 
cause that is one aspect of this program the committee has explored 
pretty thoroughly and were able to reach unanimous agreement on. 

Captain Martineau. Allright. Next chart. 
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We are now to take up a few individual cases of active duty per- 
sonnel. 

Mr. Carnes. Admiral Grenfell, when we talked, I think we had a 
gentlemen’s agreement this presentation would take 40 or 50 minutes, 
and in order not to drop the continuity, the committee would hold in 
abeyance its observations, as far as possible. However, we have been 
proceeding about an hour and a half of our afternoon. I think it 
would be wise if we were to stop at this juncture, with the permission 
of the chairman, as it was my understanding we would have a sort of 
second run over this, in order to see that the committee clearly under- 
stood the presentation that has been made. 

That was your understanding, was it not ? 

Admiral Grenrett. It was. I did not know about the time limit. 

Mr. Harpy. I might make this observation. It does not make too 
much difference about the informal agreements you arrive at. There is 
not much you can do about the exigencies and vicissitudes of time. 

(The chart referred to is chart VIII, appendix B.) 

Captain Martineau. I would like to point out a couple of examples 
of how this would work for active duty personnel. ‘Taking first the 
case of a lieutenant colonel, one in pay grade 5, who dies on active 
service, leaving a widow, we assume age 30, and 2 minor children, age 
4 and 7. We are assuming that at the time of his death he has 14 
years’ service. He is entitled to receive $747 pay and allowances. 

His gross pay in the bill, I believe the Kaplan committee worked 
out that formula, his gross pay would be $805. 

How does this family fare under present law? How would they fare 
today? The initial income of the widow and 2 children on the death 
of the husband would be $371. That would be made up of these com- 
ponents—$150 from the Veterans’ Administration. We are assuming 
this is a wartime death; $150, VA, to which the widow and 2 minor 
children would be entitled, plus $128 social security and $93 free in- 
demnity insurance. That mounts to $371, which would be the income 
of that family for 10 years, providing, of course, that the widow did 
not remarry. 

In all of these examples, we are assuming throughout the widow does 
not marry because that drastically changes the situation. This situa- 
tion continues for 10 years. At that time there is the first reduction. 
That would mark the end of the free insurance payments, the $92.90 
per month payments. A year later this oldest child would come of 
age. That would reduce the social security payment and the Veterans’ 
Administration payment. Then it would be the widow and one child, 
as far as payments are concerned. 

Finally, at the end of 14 years after the husband’s death, and when 
the widow is 44 years old, the youngest child comes of age and that 
has quite a marked effect. It reduces the Veterans’ Administration 
payment down to a widow alone and removes entirely the social 
security payment. 

That leaves her with $87 per month that she gets today from the 
Veterans’ Administration. That is her only income from the former 
employee of the Government. And he could not provide anything 
else, either, even contingency option. His death occurred on. active 
service, and it would not be possible for him to get anything else 
other than private insurance. 
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Her income remained $87 per month, until she reached age 65, which 
would enable her to receive the increase under social security. In this 
case, and in all cases under the formula, would raise it to $140 for 
the remainder of her life. I know it is a matter of considerable con- 
cern to the committee, this particular problem, among others—to de- 
mine, if they possibly can, what is the minimum amount that such a 
widow would need to maintain herself properly. 

What isthe minimum? That, of course, is a difficult problem. We 
have given it much study ourselves. We are fortunate in finding 
that the Department of Labor has conducted quite an extensive study 
on this very subject, and they have gone into this very problem ; 
namely, what does a single woman require in the way of a minimum 
income, and it was the conclusion of the Department of Labor, after a 
nationwide survey, that such a woman would require something in the 
neighborhood of a minimum of $162 per month. This assumes that 
she is employed. That they feel would be necessary to maintain a 
respectable station, and her morale, and maintain herself in a proper 

ray. 

It also was the conclusion of the Department of Labor that I am 
sure has been well known by him for ages, that for many years and 
woman left alone by virtue of the death of her husband will go to 
great sacrifice and great effort to maintain something approaching her 
former station in life, and that is certainly quite understandable, and 
that principle is not recognized at all in the present form of com- 
pensation, because everybody is chopped off and given exactly the 
same benefit. 

The widow of the person who is getting a higher income than an- 
other is, of course, accustomed to that manner of living, and on the 
death of the husband all are reduced to the same level. That is con- 
trary to the American principle, and so far as I know it does not 
apply in any other form of American retirement plans in or out of 
the Government, except the military. 

Now, here we have the case of this lieutenant colonel, and assuming 
he was a Reserve officer serving on active duty. He, of course, would 
be entitled to the FECA payments. As you see in this case, they are 
practically the same as what he was getting when he was alive. They 
reduce at the same rate and for the same causes, because in addition 
to FECA this family is also entitled under existing law to the $93 free 
insurance and the $128 social security, making a total of $744. 

This amount reduces, as, in the first place, as the free insurance stops 
and then as each of the children come of age. I will point this out, how- 
ever, when the widow is left at age 44, both of her children having 
reached age 18, she is then aan herself to receive the sum of $336, 
which is quite different from the $ 

Captain Marrrneav. That sum “of $336 to which she is entitled 
under FECA is figured on 45 percent of the pay and allowances her 
deceased husband received when he died. 

This amount, of course, just enables her to live quite comfortably. 
And at age 65 she would receive the same entitled to under social 
security. 

Now, let us see how this same family would make out under the 
proposed bill. That is shown on the red line. 

Tt would not make any difference whether the individual officer. 
whatever his rank or rating is, was a Regular or Reserve. The fact 
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is he died on active duty. The initial payment to the family would 
be $411. That would be computed in the following manner. 

They would be entitled to the full benefit under social security. 
That would be $200 per month for a widow and 2 children. They 
would be entitled to the $50 indemnity, and 20 percent of his gross 


ay. 
. That would amount to $411. 

That payment would continue until the first child reached age 18. 

Then the second child reaches age 18 at this point, and the widow 
is left without any minor children, and she then receives a payment 
of $211. That is a vast improvement over what she is getting right 
now, the $87, and we feel that is a reasonable amount to enable her 
to live comfortably, and certainly in a modest manner, not luxuriously, 
but will not force her into remarriage, or force her into employment, 
simply to keep body and soul together. 

At age 65 this widow would be entitled to the increase under social 
security, but it would be the full increase for a single widow at that 
age, which is $81, as compared to the $35 she is getting today. 

Mr. Harpy. Why was there that drop of $163 when the child 
reaches the age of 18? 

Captain Martineau. Right here. 

Mr. Harpy. Yes. 

Captain Martineav. She loses social security there. All social 
security stops then because she no longer has any minor children. 

Mr. Sars. It is for herself as well as the child? 

Captain Martineau. That is right. 

The initial social-security payment is $200 per month. Then it 
reduces to $163 at this point. 

Mr. Harpy. The social-security assumption is that the widow her- 
self does not need any social-security payment in there, unless she 
has a minor child ? 

Captain Martineav. That is the philosophy of social security. 

Mr. Harpy. That is the philosophy that you are buying? 

Captain Martineau. Supplemented by other parts of this bill. 

Mr. Harpy. You drop off the income of this widow by $163 the 
minute that child reaches the age of 18. 

Captain Marrtneav. At the present time, it is going to drop off 
more than that. 

Mr. Harpy. I understand that. 

Don’t get me wrong. I am not in support of the present system, but 
| am a little surprised that you are going along with this proposition, 
because that widow is going to get $211, which is certainly a lot better 
than this $87 deal. 

Captain Martineau. Mr. Chairman, we would like to do that in this 
manner if we may. All we can do as far as social security is concerned 
is to advocate that those in military service be able to benefit by its full 
implication. 

Mr. Harpy. In other words, you are going to take social security 
with its faults as well as its merits? 

Captain Martrneav. We want'the full benefits. 

Where it has its weak spots, we will try to buttress that in some other 
manner. So far as social security is concerned, that would drop to 
zero. Under this bill we would like to give more. But it is not pos- 
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sible as far as the monetary costs are concerned. It is the most we can 
do. 

Mr. Harpy. You have not done too badly with that average in there. 
As an average proposition you have done a pretty good job. 

Captain Marrtneav. We would like to do that, but it would raise 
the costs considerably. 

And we would not be opposed to it. 

Mr. Treacur. If he offers an amendment to raise it and the com- 
mittee supports it you would be willing. 

Captain Martineau. Most assuredly, sir. 

Mr. Harpy. I am still having a little difficulty in finding any real 
justification, and I don’t know which is the proper level, but im the 
gap which happens right there at age 65, that is a fault in the social- 
security program, as I see it. Because as you point out an individual 
who is only covered by social security, the widow’s income just cuts 
off entirely when a child reaches the age of 18. 

Captain Marringau. As we will see later, Mr. Chairman, for the 
person who dies on an inactive status, who is not eligible for this com- 
pensation here because the death did not occur on active duty, it does 
drop to zero. 

Mr. Harpy. Go right ahead. 

Captain Martingeav. Next chart, please. 

I would like to follow the same course, Mr. Chairman, for the case 
of an enlisted man’s family. 

(The chart referred to is chart No. LX, appendix B.) 

Captain Martineau. We take the case ‘of E- 5, or petty officer in the 
Navy. He leaves a widow a little younger, 28 years of age, and » 
children, + and 7. 


At the time of his death he is entitled to draw $341 pay and allow- 
xnees, and his gross pay under the formula contained in the proposed 
bill would be $355. 

At the present time, on his death, we have the peculiar situation 
here which is — by present law where the family on the death 


of the husband receives more money than he did when he was alive. 

In this case, it would be $371. 

As Admiral Grenfell pointed out on his chart, that $371 is going 
to be paid to every family in the armed services, where there is a widow 
and 2 minor children, be it a recruit of 1-day service, or the family of 
a 4-star officer. 

Now, that $371 incidentally is made up of the $150 VA compensa- 
tion, $128 for social security, plus $93 for the free indemnity, the 
same formula as before. It reduces in the same way. 

As the free indemnity expires and the children come of age, it is $87 
and increases when she reaches age 65. 

If this individual was a reservist, the family would receive $459, 
as compared to the $341 he was getting when he was alive. 

That has many disadvantages, certainly, obvious ones, and is con- 
trary to public policy. 

I would like to mention insofar as this application of FECA is 

concerned, to make sure it is in the record, all reservists on active 
services qualify for this FECA payment if the death occurs on active 
duty in time of peace, except the National Guardist. He is a reservist, 
and an important one, but under the law he does not qualify for FECA. 
He is in the same category as a rating. 
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Now, how would this family fare under the proposed bill? 

The initial income of this family of the E—5 would be $322. It is 
less than the reservist is getting today, and also less than the Regular 
is getting. But we must keep in mind both those cases are oddities 
in that it exceeds the money the husband was getting when he was 
living. 

It does bear a fair and reasonable proportion to the family income 
before the husband’s death. And it is made up of the social-security 

ayments to which he is entitled, which would be $197 in this case, 
ause he would not quite qualify for the maximum social-security 
payment or wage credit. 

So this $322 is made up of $197 social security, plus $50 indemnity, 
plus 20 percent of the gross pay. 

That income continues until the first child comes of age, when it 
reduces to $278, and finally when both children have reached age 18, 
or age 21, if they are in an approved school, the income of the widow 
reduces then to $125. 

Because then she loses the social security and is entitled only to the 
20 percent pay and allowances, plus the $50 indemnity. That $125 
would continue until she vouch 65, when she would be eligible 
to receive the increase due her under social security. 

(The chart referred to is chart No. X, appendix B.) 

Captain Martineau. Next slide. I would like to take up the next 
category, Mr. Chairman, namely, how does present law affect those 
who are in a veterans status, or a retired status, at the time of their 
death. 

How does the present law affect their dependents, and how would 
they fare under the proposed bill. 

Referring first to the application of social security, as we have 
already pointed out, there are a number of variations in here. 

The veteran would be one who had left active service and was not 
entitled to retired pay, so he would carry with him all of his present 
military social-security credit that he might have earned since 1940. 

The retired person, however, would be quite different. 

If he had left active service and was getting retired pay for any 
period between 1940 and 1955, he would immediately lose all social- 
security credit. 

He could go to work on the outside, and probably would, under 
social-security employment, and start building up a credit there as 
would any other citizen and there would be no credit whatsoever for 
military service. 

Mr. Harpy. But even if he contributed 

Captain Martineau. This is present law. He contributes nothing, 
under present law. 

On the other hand, if he were a retired person, retired for physical 
disability, he would be entitled to carry forward the social-security 
payment, just as a veteran does. : 

he law also provides in the event a person retires for active service, 
having completed 30 years prior to 1947, he is entitled to carry forward 
any military social-security credits he might have earned since 1947, 
inasmuch as he has already qualified for the maximum retired pay. 

In other words, the effects of the laws that Congress has enacted 
regarding the application of social security to military personnel, 
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divides it into two periods, really, from 1940 to 1947, and from 1947 
up to 1955. 

If an individual has earned maximum longevity pay up to 1947, 
he may carry forward the credits he has earned since that time. 

How would they make out under the proposed bill ? 

It would level out many inconsistencies. 

Any person leaving active service, retired for whatever cause, would 

carry forward with him all the social-security credits he had "earned 
up to that point. 

He should carry them with him, of course, because like every other 
citizen under social security he would have paid for them. 

He would have made his contribution and his employer would have 
done likewise. 

Under the proposed bill, the manner of a person’s death, his status 
at the time of death, would no longer be as important as it is under 
existing law, creating the inequities it does for the dependents. 

Under the proposed bill if the individual had attained age 65 and 
had retired from military service he would be eligible to receive the 
old-age payment for himself and his wife as are all other citizens under 
the present operation of social security. 

Mr. Carnes. Before you continue, in this bill we have before us, 
do you propose that the OASI benefits be additive to the military- 
retirement benefits ? 

Captain Martineau. Yes. 

Mr. Carnes. One hundred percent ? 

Captain Martrneav. Yes. 

Continuing, the next element is the indemnity and insurance. 
Under existing law that benefit expires within 120 days after the 
person leaves active-duty status. 

But under existing laws that person is entitled to apply to the Veter- 
ans’ Administration for one of the Veterans’ Administration policies 
at one of the required rates. 

He pays for it, depending upon the policy he decides to take out. 

He does have that right. 

We carry that forward in the same manner. The indemnity com- 
pensation of $50 per month would cease 120 days after his separation 
but he would have the same opportunity of applying to the Veterans’ 
Administration for obtaining and paying for one of their types of 
insurance policies. 

Coming next to the manner in which the VA death compensation 
would affect this type of personnel, the veteran or retired personnel, 
under existing law, a veteran or a retired person is not entitled to 
the death compensation for his dependents unless it is deemed that his 
death was due to a service-connected cause. 

Mr. Tracvue. Or he has a service-connected—at the time of death? 

Captain Hoyt. No, sir, if I could clarify that. 

He is not entitled to compensation unless he dies of a service-con- 
nected cause. He may be eligible for pension, which is a different 
thing, if he dies while he has—— 

Mr. Tracuer. Yes. 


Captain Martineau. That is the physical-disability pension. and 
the death pension. 
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So the privilege ceases immediately when he leaves active service, 
unless he dies as a veteran or as a retired person, as a result of his serv- 
ice-connected injury or disease. 

That same principle would carry forward under the proposed bill, 
the 20 percent gross pay computation—the right to that, that benefit, 
would expire when the person left active service. 

And the FECA benefits, at the present time, are also paid to the 
man on inactive duty, today, if he is a veteran, or a retired reservist, 
providing he is not a National Guard man, if his death is considered 
to be service-connected. 

Then the family is entitled to the full FECA payments according 
tothe FECA formula. 

That would not be applicable, of course, under the present bill, 
because FECA would not apply to reservists any longer. 

Now to examine briefly a few cases of persons in this category— 
that is a veteran or a retired person. 

(The chart referred to is chart No. XI, appendix B.) 

Captain Martineau. Let us take the case of an E-7, a master ser- 
geant or chief petty officer, who at the time he left active duty was 
entitled to pay and allowances of $382 or a gross pay, as calculated in 
the bill, of $445. - 

We assume he dies on inactive status but that his death was service- 
connected. At the time of death he has this family down here, a 
widow andtwochildren. What is their income? 

Under the present law it is $278 a month. That $278 is made up of 
the $10 from the Veterans’ Administration for his service-connected 
death under the wartime rates, plus $128, from social security he 
would be entitled to, because he is either a veteran who carried it for- 
ward with him, or a retired person who was retired for a service- 
connected disability. 

That income would reduce until finally when the second one comes 
of age, the social security vanishes, the widow has no minor children 
and is under 65, and has the same $87 per month from the Veterans’ 
Administration. 

Mr. Carnes. What if that man had retired by reason of longevity, 
even though he had a service-connected disability, and the cause of 
death was traced to that service-connected disability, would he be 
ahs for those payments? 

_ Captain Martineav. For the payments but the Veterans’ Admin- 
istration 

Mr. Carnes. He did have a physical disability, but the longevity 
retirement was greater. 

If that man died of his service-connected disability 

Captain Martineau. The family would get $150 per month. 

They would not be entitled to the social-security benefit, because 
ho is receiving the retired pay which includes years between 1940 
and 1955, in the computation of his pay. 

Mr. Harpy. Let us take another assumption. 

When he retired he became eligible to apply for life insurance ? 

Captain Martineau. At the time he left the active service. 

Mr. Harpy. Yes. 

Let us assume he took out a $10,000 policy and paid for it, but he 
died subsequently of service-connected causes. 
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I believe that would be determined that was an extrahazard death, 
would it not, and as a consequence the $92.90 would be payable—— 

Captain Horr. Not unless he died within 120 days. 

Mr. Harpy. Even though it was service-connected / 

Captain Hoyt. No, sir. 

It does not make any difference. 

Mr. Harpy. If it is covered under existing national service life 
insurance, an old policy, prior to the passage of the Serviceman’s 
Indemnity Act, I think it would come out of a provision. 

Captain Horr. You are talking about an insurance policy ? 

Mr. Harpy. About an insurance policy where the death is the result 
of a service-connected injury. 

Captain Horr. That is true—the payment from the life-insurance 
fund would be reimbursed by the appropriation. 

Mr. Harpy. That is exactly the point I am making. Insofar as 
contributions from the Federal Treasury are concerned, you would 
add another $92.90. 

Captain Hoyr. Not necessarily $92.90. 

It would depend upon what the option was he took. He could get 
$10,000 in aan or some payment considerably less than $92.90. 

Mr. Harpy. In any event he would get the equivalent of the $10,000 
if he elected to take the $10,000 policy 

Captain Hoyr. That is correct. 

But he would have been paying for that. 

Mr. Harpy. Yes. He would have been paying into the fund, but 
the fund would not pay the claim. 

Captain Horr. That is hardly to be held against the individual. 

Mr. Harpy. I am not trying to hold it against the individual. 

Captain, when did you start with that kind of approach to the sub- 
ject 

I am merely trying to get the picture of what would happen, and 
I believe that to be the case. 

Proceed, Captain Martineau. 

Captain Martineau. We have shown the case of this same veteran, 
and if his death was service-connected his family is entitled to the full 
benefits of FECA, which is this case would be some $396, again in 
excess of the active-duty pay he was getting before he left active duty 
and this would reduce as the children became of age until the widow 
would be left after the children had reached age 18, with $172 per 
month, which would be 45 percent, according to the FECA formula, 
of the pay and allowances. 

And that would increase in the usual manner, after she reached age 
65, under social security. 

What if this would occur and the present program had been enacted 
into law ¢ 

The initial payment would be $289 per month. 

That would reduce as the children become of age, when the youngest 
child became of age, they would lose the social-security payment, be- 
cause the widow has no minor children and is under age 65. 

She would then be left with the $89 per month, which is the 20 per- 
cent of the pay—of the gross pay that the man was entitled to. 

We recognize that this $89 per month is virtually the same as the 
present inadequate payment. 
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But it is also a fact, as we have discussed already, that this individ- 
ual, when he left active duty, did have a chance—his $50 indemnity 
insurance, the right to that, expired when he left active duty and, as 
it did expire, he had the privilege of taking out a relatively inexpen- 
sive form of Government insurance to relatively offset that $50 per 
month payment he was losing. 

That $50 a month would be augmented by that. 

If he were a retired personnel he would be entitled to the benefits 
under the contingency act, and that is something he is paying for en- 
tirely and is not an expense to the Government, but what we are con- 
cerned with now is the income this particular widow has and we see 
it is possible to angment it either through direct service means or 1n- 
directly, so to speak, with the contingency option act, approaching the 
minimum standard of about $160. 

And at the age of 65 she would be entitled to the full increase under 
social security, because this E-7 is entitled to the full social-security 
credit. 

Incidentally, if this social security were to be made fully applicable 
to the military, everyone from enlisted grades E-6 and above would 
be entitled to the maximum $350 credit and that would reduce down 
below the E—6 grades to $200 per month. 

Mr. Harpy. Say that over again. 

Captain Marrineav. I say if social security under this proposed 
plan were to be made fully applicable to the military, everyone from 
enlisted grade E-6 and above, that is all E—G6’s, all warrant officers, all 
commissioned officers, would be entitled to the same maximum $350 
wage credit, and they would be paying their contribution on that basis 
and they would be entitled to the maximum benefits for their depend- 
ents in the event of their death. 

Mr. Carnes. You are saying the gross pay of all men, E-6 and 
above, is over $350 per month / 

Captain Martineau. That is correct. 

Mr. Harpy. It looks we have not done too well for the widows in 
that situation. 

There is not much uaproven ya between $87 and $89. Except as 
I said he can augment that with Government insurance and the con- 
tingency option act. 

Mr. Harpy. You could argue that when a fellow enters the service 
he could augment that by taking out a private annuity. 

Captain Martineau. That is true, except 

Mr. Carnes. All of the retired personnel would be drawing retired 
pay on that basis? 

Captain Martineau. Until the time of the death, yes. 

Mr. Carnes. Of these veterans there, would there not be a certam 
number, even though they may die of service-connected disability, 
who are not getting any VA compensation for their disability, or most 
of whom would be receiving compensation for their disabilities. 

Captain Martineau. I would think most of them would be receiv- 
ing compensation. 

Mr. Carnes. If most were receiving compensation on a percent- 
age basis, and the men on the retired rolls were receiving retired pay, 
the men on the retired rolls could augment it through the contingency 
option act. 
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Captain Martineau. That is correct. 

Mr. Carnes. If that man were disabled to some degree but were 
able to work privately he may be able to augment that $89 by private 
insurance he could pay for through his compensation payments. 

Captain Martineau. That is possible. 

Mr. Carnes. So both of those people could augment that $89 because 
both groups would be receiving supplemental income while alive. 

Captain Martineau. Through easier means, the straight purchase 
of private insurance. 

Mr. Carnes. Yes. 

Captain Martineau. In a somewhat easier matter. 

His payment under the contingency option, if he had elected that 
and if he had a retired pension, he could elect for his family a maximum 
payment of $70 per month in the event of his death and that would 
cost him $14 a month while he was living. 

So that this $89 would be sasheianaa tes $70 plus contingency option, 
plus whatever Government life insurance he took out. 

Mr. Carnes. That Contingency Option Act is worked on an actuarial 
basis; is it not? 

Captain Marrinrav. Yes, at no cost to the Government. 

Mr. Carnes. Could a disabled veteran, by paying $14 a month toa 
private insurer get a policy that would enable him to augment that? 

Captain Martineau. I could not answer that. 

Captain Hoyt. The answer to that I think is it is highly unlikely. 

Mr. Carnes. The insurance would be weighted for administrative 
and other expenses. 

Captain Horr. And also these people have got, or may possibly have 
a service-connected disability, to be eligible for any of seas benefits, 
which might make it very difficult for them to get private insurance 
at all. 

Mr. Carnes. That is a point well made. 

Captain Martineau. Yes, sir. 

(The chart referred to is chart No. XII, appendix B.) 

We come now to the third category of coverage here, namely, how 
does present law affect the dependents of servicemen who are pres- 
ently deceased or who would already have died prior to the date of 
enactment of this bill. 

How does the present law affect them now, and how does the pro- 
posed bill affect them ? 

Insofar as the present law is concerned, it is difficult to give any con- 
crete answer, because it would depend upon the status of the individ- 
ual at the time of his death. 

Namely, did he die on active duty, or did he die on the retired list? 

Was his death on the retired list service-connected, what kind of 
Government insurance did he have at the time of his death. 

Those are considerations which would have to be determined to find 
out just how those dependents were making out today. 

Under the proposed bill, the dependents of such persons would have 
the right of election itself to continue the payments they are entitled 
to receive under the present law, or to elect, in lieu thereof, the de- 
pendency compensation, namely, the 20 percent of the gross pay that 
the individual was receiving when he was on active duty. 

In some cases this 20 percent would be more favorable. In other 
cases the present law will be more favorable. 
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Under the proposed bill, there is also provision for extending the 
social-security benefits to a certain group of people who are not covered 
today, namely, those persons, the danadees of those persons who died 
during world War II who had less than 18 months’ military service, 
at the time of their death. 

If they had less than 18 months’ service at the time of their death, 
their beneficiaries have not at any time been entitled to the social- 
security benefits under the limited military formula of $160 per month. 

(The chart referred to is chart No. XIII, appendix B.) 

To take the case of a couple of individuals =e are in this category 
(see above chart), let us take the case of a dependent, a single widow 
of an O-8 officer, the widow of a major general or a rear admiral, in 
the top pay grade, and let us assume her husband died on active duty 
before the enactment of the prepared bill. 

At the present time she is entitled to $87 per month. 

He died on active duty. 

Therefore, it was not possible for him to have his wife benefit by the 
Contingency Option Act, because that only comes into play if the death 
is on inactive duty. 

So the maximum benefit this widow is receiving today and can re- 
ceive is $87 per month. 

In this particular base, the wife of a senior officer, in nearly every 
case, is a woman in advanced years, in her declining years, and her 
chances of remarriage are considered to be relatively small, and also 
her chances of employment are small, and she has only that $87. 

When she reaches age 65 that will be increased by $63, by virtue of 
the fact that her husband did die on active duty. 

T am sure each member of the committee knows cases today of widows 
of service officers in the armed services, many of whom had very dis- 
tinguished records in World War II and unless there are other means 
that were provided for them, they are of course absolutely destitute, if 
this is all they have today. 

And that certainly compares very unfavorably with the long-service 
employees, or high executives, as it were, of any corporation in this 
country or any other field of Government. 

The widow of no other people is left with so little after such long 
service. 

We feel this is one place in which the bill would effect great benefit. 

It is one of the best aspects of this bill, because this particular widow 
could now elect to serve this dependency compensation under the new 
program, which would be 20 percent of the gross pay of her husband 
at the time of his death. 

In this case it would be the maximum, it would be 20 percent of the 
maximum pay, since her husband had attained this rank, and she 
would be entitled to a $53 increase on reaching age 65. 

Inasmuch as he had died prior to the date of enactment of this act, 
he would not be entitled to the full social security, but the limited 
$160 payment. 

Mr. Carnes. But that would be fully additive, as well, the social 
security to which the widow is entitled ? 

Captain Martineau. Yes. 

_ Mr. Harpy. Captain, you have to figure out the $275 would be the 
income of that widow from age 55 to age 65 ? 
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Presumably there is some feeling that is a reasonable adequate basis 
on which she ean live, and certainly it is better than the Department of 
Labor figure you mentioned a while ago, but from the standpoint of 
need, and we have to consider need here, from the standpoint of need, 
does her need increase after she reaches age 65 and becomes eligible 
for the social-security additive figure ? . 

Captain Marrineav. Yes, I think it does, Mr. Chairman, 

Mr. Harpy. You think a widow’s needs at age 65 are greater than 
they are between the years of 55 and 65? 

Captain Martineau. Well, that is hard to say. 

That would depend upon circumstances. As she reached age 65 her 
chances of disability or illness would increase. 

Mr. Harpy. Social security would increase as her infirmities would 
increase. 

Captain Marrineav. I would look at it not from the standpoint of 
need, but simply to extend to her the same right every other widow has 
today under social security. 

Mr. Harpy. I am not considering it from that standpoint. I am 
raising it in this connection, not with the widow in this situation, who 
was a widow asa result of a death prior to the enactment of such a bill, 
but I am thinking in the general application of this whole program, 
whether we are on sound ground to try to arrive at a proper, a reason- 
able, level for widows prior to age 65 and then assume that the reason- 
able requirement is that they be increased at that age. 

Captain Hoyr. Mr. Chairman, I could answer that by saying the 
income-tax law recognizes the greater need for money of people over 
65, by granting an additional exemption of $600 for anybody over 
the age of 65. 

Mr. Bares. I suppose it is a question of lack of employment as you 
progress toward that age. ' 

Mr. Harpy. I suppose the income-tax illustration is not too good, 
because I think it is assumed with a reduced income at age 65 you need 
a larger exemption to maintain a reasonable living standard. 

In this situation you are not talking about a reduced income, you 
are talking about an increased income, and I would suppose there 
would be few people who find themselves in this age 65 bracket, who 
get any increased income as a result of the increased exemption, shall 
we say ? 

Captain Hoyr. There might be increased medical expenses after 65. 

Mr. Harpy. Do you have a family experience which qualifies you 
to discuss needs after age 65 ¢ 

Captain Horr. I have an in-law age 83, and her medical expenses 
have tripled in the past year. 

Mr. Harpy. Did that take place at age 65 or 83? 

Captain Hoyr. It started, I would say, about 70. 

Mr. Harpy. Did other expenses aside from medical expenses in- 
crease or decrease after age 65% I think we would have to take those 
into consideration. We are getting off the track a little bit, but I 
raised some questions, and I doubt any of us here are qualified to 
answer them, unless some social-security people are here. 

Captain Marrinrav. The important thing is this area right here. 
The fact that here income increases at age 65 is not due to any new 
proposition in this bill. It is simply due to existing law today. 
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Mr. Harpy. It is because you adopt social security, with its faults 
and merits. 

Captain Martineau. No, sir, she would get this under existing law, 
today, and you can’t take that away from her because she had that 
when it was established. The husband died while he had so much to 
his credit and she is going to get that increase when she reaches age 65, 
if she does not remarry. 

Mr. Harpy. Let us proceed to the next ca 

(The chart referred to is chart No. XIV, Seiendic B.) 

Captain Martineau. I would like to take the case of the dependents 
of an enlisted man in grade B-7. He dies on an inactive status, leav- 
ing a widow and two children. At the time of his death he was en- 
titled to $382 pay and allowances, or a gross pay under the committee 
bill of $445. Under present law today the family income would be 
$278. Namely, $150 from the VA plus $128 social security for the 
widow and the two children. That would continue until the oldest 
child reached age 18, 11 years after death there, when it would be 
reduced to $227. 

Then 14 years later, the youngest child reaches age 18 and the widow 
is left with the same $87 that she receives from the Veterans’ Admin- 
istration, and under existing law, at age 65 that increases by the same 
$53 that we have been talking about, by virtue of her being a widow 
under the $160 wage credit, reaching age 65. 

Now, this is what this family w ‘ould be entitled to, under the pro- 
posed bill. I would like to point out and emphasize, Mr. Chairman, 
that this is the case of a man who would have already been deceased 
at the time of the enactment of this bill, and he having been deceased 
there is no way whereby we could make those dependents eligible to 
receive full benefit of social security, even if Congress enacts this 
program and makes social security fully applicable from here on out. 

We cannot increase the benefits to which a family might be entitled 
for a death that had occurred prior to the date of enactment. 

Mr. Harpy. This is the kind of situation, captain, you can be pretty 
sure there will be no election to adopt a new formula. 

Mr. Tracusr. She has an election. 

Captain Marringau. Yes. 

rm Harpy. So I say she would not make any election in this case. 

Captain Martineav. Certainly. Just to examine briefly this $217, 
it would be the $128 social security—if it is a service-connected death, 
the man was either a veteran or physical disability retired, and must 
have 20 percent of the gross pay and that amounts to $217. 

Now, after the enactment of this bill, a person dying under similar 
conditions and leaving a similar kind of a family, that family will 
receive the benefit of the social security that they are entitled to, in- 
stead of this limited form right here. 

(The chart referred to is chart No. XV, appendix B.) 

Captain Marrirveav. Now, here is a very important case, Mr. Chair- 
man. I would like particularly to invite your attention to it. This 
is the case of the dependent of retired service personnel, who die of a 
non-service-connected death, 

We will take the case here of an E-7, a master sergeant, or a chief 
petty officer. He spends 20 years on active service, at that time he 
is entitled to retirement on a longevity basis. 
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In the example that we have used here, we have assumed that the 
individual died within a year after his retirement. 

As soon as he retired he sought and obtained employment in the 
civilian world that was covered by social ed but he had not 
been able to work long enough to establish eligibility under social 
security, because he left active duty and had retired pay that was 
based on longevity he lost all of the social security credit that the 
Congress had given him while he was on active duty, even under the 
limited $160 formula. 

So he goes out and starts from scratch. He can, of course, seek 
civil employment, and build up a social-security right. 

But in this case, he dies even before he is eligible to receive it. He 
has no social security, his death was not service-connected, so he is en- 
titled to nothing from the Veterans’ Administration. 

Under existing law, the family has nothing, and we have many 
deaths similar to this occurring every day, and the man has nothing 
to do for his military service. 

Mr. Teacue. That is not quite right, is it? 

Captatin Marrineav. I believe it is, sir. 

There is one exception, Mr. Teague—if this individual, while he 
did not die of a service-connected death, if it can be shown that he had 
some disability, and that it was a disability that might have been 
compensable, even though he was not receiving it from the Veterans’ 
Administration, then the widow is entitled to a pension of $50 per 
month, if she certifies that her total income did not exceed $2,700 per 
year, because she had two minor children. 

If she was a single widow in order to qualify for a pension she 
would have to certify her total income did not exceed $1,400 per year 
in order to qualify for that death pension. 

Her husband would have had to serve in World War I, I, or Korea. 
Everyone today would certainly have qualified under one of those. 

And he would have had to have at least some form of disability that 
would have been payable by the Veterans’ Administration or under 
the physical disability retirement law. 

Mr. Tracur. Or if she were the widow of a World War I veteran, 
then he does not have to have that service connected. 

Captain Martineau. The service-connected disability ? 

Mr. Teacue. If she were the widow of a World War I veteran it 
would not be necessary that he have a service-connected injury. 

Captain Martrngacv. That is right. I stand corrected. 

Mr. Carnes. It was because of this condition the Congress enacted 
the Contingency Option Act, is it not? 

Captain Martineau. That is true. In an effort to relieve this tragic 
situation. 

Mr. Carnes. If a man retires for longevity service, 25 or 30 years 
and draws 1 month’s retired pay, based on longevity retirement, the 
receipt of that 1 month’s pay has the effect of negating his social- 
security wage credits ? 

Captain Martineau. That is correct. 

If he was drawing retired pay he has nothing under social security, 
unless he has a disability of 75 perceent—— 

Mr. Carnes. We understand tases exemptions. 

Captain Martineau. Well, what you say is exactly right. 
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Now, under the proposed bill this individual would have earned full 
social-security rights while he was on active service. There would be 
nothing operating to prevent him carrying that social-security credit 
with him from the active list, to his inactive status, just as though 
he were shifting employment under any other form recognized in 
social security, which he cannot do today. 

So if this individual died at the time shown, the family would be 
entitled to the social-security payment in this case, which would be 
maximum, $200 per month. It would reduce as the children came of 
age. 

Finally, the youngest child would come of age, and the individual 
would be entitled to nothing, in view of the fact that social security 
allows her nothing. We regret, of course, we cannot do better in this 
area here. 

We are grateful that if this bill were enacted we would be able to 
provide the family with a wi decent income while these children 
were young, but it is an established principle, and has been for a 
long time in the Government, that the Government does not com- 
pensate for a non-service-connected death, if it is outside of active 
service, and we are not proposing at this time any change. 

So in this case, the individual would receive this great benefit, and 
he would know well in advance, and every prudent man with a family 
would have to take steps to prepare against this contingency and 
there would be means whereby he could do it. At the time he left 
active service, he could take out a form of Government insurance. If 
he were retired as he is here, he would be entitled to contingency op- 
tion. If he were employed on the outside he would be seeking other 
forms of private insurance, depending upon what income he had. 

When this widow reaches age 65 under social-security law again, 
she is entitled to increase by virute of that law. 

That winds up this part of the presentation, Mr. Chairman, and 
covers these examples that we have. 

In the next portion of it Admiral Grenfell will discuss the matter 
of cost and conclude the presentation. 

Mr. Harpy. Did you want to say something here ? 

Mr. Carnes. I think it would be important that these charts which 
Captain Martineau and Admiral Grenfell have referred to be pro- 
vided to the committee so we can incorporate them at the proper place. 

Mr. Carnes. That is fine. 

Mr. Harpy. I think, Admiral, we have reached a good stopping 
place, and we have run about as late as we dare run this afternoon. 
This has been an interesting and instructive presentation. 

Admiral Grenrett. My conclusion only takes about 12 minutes. 

Mr. Harpy. I don’t think we had better do that because your con- 
clusion is liable to take an hour, so I think we had better adjourn now 
to reconvene in this room at 1: 30 p.m. tomorrow. 

We will continue with your conclusion at that time. 

(Whereupon, at 4:30 p. m., the committee adjourned, to reconvene 
at 1:30 p. m., of the following day, Wednesday, April 20, 1955.) 
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House or REPRESENTATIVES, 
SeLecr CoMMITTEE ON Survivor BENEFITS, 
Washington, D.C. 

The committee met at 1 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 

Mr. Harpy. Let the committee come to order. 

When the committee adjourned yesterday, we were about in the 
position of receiving a further estimate from Admiral Grenfell. 

Admiral, I believe you indicated it would not take a great deal of 


time to conclude the initial presentation which you and your group 
would make. 


Admiral Grenretn. That is right, sir. 

Mr. Harpy. But I think the place for us to start is where we left 
off, and if you would proceed with your statement to conclude this 
initial presentation we would be grateful. 

Admiral Grenrect. Thank you, sir. 


FURTHER STATEMENT OF REAR ADM. ELTON W. GRENFELL; 
ACCOMPANIED BY CAPT. DAVID L. MARTINEAU; AND CAPT. J. B. 
HOYT, REPRESENTING THE DEPARTMENT OF DEFENSE 


Admiral Grenrett. Mr. Chairman, before going on with the rest 
cf the presentation, I would like to take the opportunity to raise a 
question Mr. Teague raised yesterday about how we handled our sur- 
Vivors in the various services. 

1 could only speak for the Navy yesterday. 

I have since learned that all the services are now employing officer 
contact wherever possible, to widows of the deceased, as soon as pos- 
sible to help her with these survivors benefit problems. 

This is done in various ways. 

Some use the recruiting system to do this. Others use the comman- 
dant’s office to do it. And so forth. 

I think your committee probably had something to do with that, 
over the past 10 months, making the services realize that they had not 
been taking too great care along that line. 

That has now been corrected. 

Mr. Harpy. I am glad of that. 

We did have some discussion of the procedures used at a hearing 
we had last year, as I recall it, and I am glad that personal contact is 
being made and that would relieve Mr. Teague’s concern a little bit. 
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Mr. Bares. Admiral, is that universal now ? 

Admiral Grenreit. All four services are providing some sort of 
contact service. 

Mr. Bares. Wherever the widow may be? 

Admiral Grenre.u. Yes. 

Mr. Bates. Because in December they were just doing it in the Navy 
for Norfolk and Washington. I do not believe the Army had initiated 
this program at that time. 

Aaeinal GrenreLL. The Army informs us they recently initiated 
it. The Navy’s goes into effect as of June 1. 

Letters are just going out now on that program. 

Mr. Tracur. We had a check made on the month of January, the 
deaths of 1954, and as I remember, 19 percent of the survivors were 
not receiving the benefits they were entitled to. 

So it seems to me imperative we have some kind of system like that 
and after leaving here yesterday, I was just working on a case in my 
district where a Marine flyer went down in Korea, and the Marine 
Corps furnished me a file of the letters and forms that had gone back 
and forth between the corps and the widow. 

And they used the Marine Corps station down in Texas to handle it. 

Mr. Carnes. It was 19 percent where there was some delay, and 5 
percent ultimately where perhaps certain benefits were not received. 

Admiral Grenre.i. The only other comment I would like to make 
before proceeding with the presentation was to make all present sure 
on this point, that this plan had no idea whatever of taking away 
= benefits from those now being received by any dependent or any 
widow. 

I think that was stressed to some degree yesterday. I would like 
to stress it again. 

Mr. Hardy. Yes. I think it was agreed the plan would not take 
away any benefits to those now receiving them, but would provide an 
optional method of receiving benefits if the beneficiary is elected in 
most cases. 

Mr. Bares. Would you go further than that and say those in the 
future entitled to have FECA benefits, that the benefits in this bill 
are equal to or greater than the benefits currently reecived ? 

Admiral GrenFeLt. Yes. 

Mr. Bates. You would say that? 

Admiral Grenretu. Yes. 

Captain Horr. Not in all cases. 

Admiral Grenrect. May I say that is not so in all cases, and per- 
haps we should clarify it a bit. 

Would you mind repeating your question again, sir? 

Mr. Bates. Under your proposed bill, it is my understanding that 
the benefits accrued under those, for cases that may occur in the 
future for benefits that people will be entitled to under the bill, will 
be equal to or greater than the benefits currently reecived. 

Admiral Grenretu. Well, no, they would not. 

Mr. Tracue. For the people receiving benefits now; yes. 

Mr. Bares. I understand that fully. As to the future, under the 
proposals set forth in your bill, and excepting FECA benefits, which 
we know will be eliminated as far as the military is concerned, do the 
provisions of your bill provide equal benefits or benefits in excess of 
those to which they are presently entitled ? 
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Admiral Grenrety. No, sir. 

You recall in one of the charts we had shown that in certain cases 
dependents of regular personnel were receiving more income under 
this old plan than their husbands earned before their death. 

We think that is unreasonable, and therefore this inequity is also 
being corrected, if you recall. 

Mr. Bates. We will have to point out these cases as we go along. 

Admiral Grenret.. This will come up as we review. 

And now, gentlemen, we come to the problem of cost. 

I would like to say I simply intend to cover the broad aspects only. 

If we have detailed questions, I would like to refer them to one who 
I think probably knows more about costing of this bill, more than any- 
one else, as far as the Department of Defense is concerned, my worthy 
colleague, Captain Hoyt. 

The chart referred to is chart No. XVI, appendix B.) 
his chart shows the estimated cost of the proposed plan to the 
Government. 

The present cost is comprised of $9 million death gratuity, annually ; 
$171 million veterans benefits; $43 million FECA, and this is a very 
controversial figure, as one of a number you people have discussed, 
actually, forgetting, for the moment, because it is a set figure, even so, 
this points out the fact if the current costs were not more than $69 
million, we still would be saving under the proposed new plan. 

This chart is based on the fact we have an estimated $6 million 
annually in the Department of Defense, estimated on a continuing 
force of 2,850,000 men. 

Under the new proposed plan, the death gratuity is reduced to $7 
million, because of the $3,000 maximum plan, and also the fact that we 
have a tighter control over the veteran’s dependents. 

The Veterans’ Administration drops to $101 million, a drop of $70 
million, estimated, and this gain is due to the fact the free indemnity 
from $92.90 per month down to $50 per month, and again tighter con- 
trol for established griteria of nondependent dependents. 

One hundred eighty four million dollars is reflected by the 2-percent 
contribution by members of the Armed Forces. 

This represents half of the cost to be borne by the Department of 
Defense. 

This cost down here by the Department of Defense, and this by the 
Veterans’ Administration. 

(The chart referred to is chart No. X VII, appendix B.) 

The next chart is a long-range chart using annual disbursements for 
survivor benefits for future active service deaths, excluding social 
security. This long-range chart goes out to 90 years. 

The old system is shown in the upper red line, settled out to $289 
million per year. The proposed new system, $156 million, or an annual 
saving, once you get beyond the 40-year mark of $133 million. 

(The chart referred to is chart No. XVIII, appendix B.) 

The next chart shows how the responsibilities for administration 
will shift considerably if the new plan is adopted. To show the cur- 
rent responsibilities, this chart depicts what the Veterans’ Adminis- 
tration has to administer at the present time. 

Indemnity insurance, NSLI, inservice, postservice, United States 
Government life insurance. The two special disability and special 
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nondisability insurance, death compensation. Widow alone, widow 
with minor children, minor children alone, dependent parents. 

Labor Department, FECA. 

Social Security Administration, partial old-age and survivors 
insurance. 

Under the new proposed system we eliminate quite a bit of this. 
The Veterans’ Administration will only be responsible for the admin- 
istration of these two special insurances—death compensation, and 
widow. 

The old-age and survivors insurance comes under social security. 
These two remain the same, as does the death gratuity. In the future 
we hope every widow will be presented with 3 simple forms, 1 from 
the Veterans’ Administration, 1 from the appropriate military service, 
and 1 form for the Social Security Administration. 

And then when properly filled in, she will receive all of the benefits 
at one time. 

Mr. Bares. Have you checked with the various agencies the fact 
that there would be only one form from each of them ? 

Admiral Grenre.u. That is what we hope. 

Mr. Harpy. That is what the bill contemplates ? 

Admiral GrenFexu. I don’t believe it goes into that detail. 

Mr. Harpy. I didn’t mean does it spell it out, but that is your 
interpretation of what the bill means; is that it ? 

Admiral Grenreiy. Yes, sir. Chart XIX. 

(The chart referred to is chart No. XLX, appendix B.) 

Here are the advantages of the plan as we see it. First, we feel it 
is more equitable and realistic, and the income for survivors is related 
directly to the serviceman’sincome. We feel this is awfully important, 
as we mentioned before. 

Widows in general get more. The payments are more evenly dis- 
tributed, and better over the long run. 

There is no high peak at the start, there is no minimum in the 
middle. It eliminates excessive benefit payments by reducing the 
benefits to nondependents and remarried widows. 

It equalizes benefits—all categories, Reserves and Regulars, receive 
equitable treatment. There is simpler administration, as pointed out 
amomentago. It should reduce a great deal of paperwork. Service- 
men do consider this important, particularly the career servicemen, 
and for this reason we feel that this, like the Career Incentive Act, may 
reduce the high loss rate and increase the reenlistment rate. 

It provides for security and this is, of course, an important morale 
consideration, particularly for the married servicemen. And for the 
first time servicemen would be actually participating in this way in 
social security. 

They would have the knowledge of providing an estate for depend- 
ents, something which cannot be taken away from them, by their direct 
participation. Finally, we feel this bill may not be utopian, but we 
feel it is a step in the right direction. We certainly urge some sort of 
legislation this year to correct these inequities that we have pointed 
out and feel it is important to be done this year because of the inequit- 
able situation. 

Mr. Harpy. Thank you very much, Admiral. The committee is 
very grateful for the presentation that has been made. I think we 
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ought to go back and take up some specific questions which have been 
raised in the mind of the committee as we have gone through this 
section. 

Admiral Grenretit. Mr. Chairman, the Bureau of the Budget has 
prepared an excellent booklet comparing existing survivor benefits 
and changes which have thus far been proposed before the committee. 
To students of this problem I think the information contained therein 
would be extremely helpful and I suggest that it be included in the 
record at this point. 

Mr. Harpy. I have seen the booklet prepared by the Bureau of the 
Budget and concur that it should be a part of the recor, and, with- 
out objection, it is so ordered. 

(The booklet referred to appears as appendix D.) 

Mr. Harpy. I think Mr. Carnes has a number of questions here we 
vught to start with. 

Steve, suppose you go ahead, then, and proceed on these questions 
that arose in connection with the presentation yesterday. 

Mr. Carnes. Admiral Grenfell, referring to your opening state- 
ment—we don’t have many questions about that. You did say that 
the survivors have to go to the appropriate military service for the 
6-month death gratuity. I think the committee has the understanding 
that that is a virtually automatic thing; that in a great many cases 
it is forwarded to the widow and that is one benefit for which she does 
not have to apply; is that correct ¢ 

Admiral GrenreLy. You are right, sir. I probably used the wrong 
words in that respect. The individual service does take care of the 
widow immediately in the case of the 6-month death gratuity. 

Mr. Carnes. The other point I wanted to raise in your opening re- 
marks, and you covered again this afternoon, is the Navy has started 
the program of assisting the survivors in filing the necessary claim. 

The committee knows the Air Force had this in effect all of last 
year. You say the Army and the Coast Guard are likewise putting 
this in effect. Do you know whether there is going to be any differen- 
tiation of the quality of the service given by the respective services; 
that is, statistics which we had from the 1954 deaths showed that Air 
Corps survivors were receiving in practically every instance the very 
maximum of the benefits to which they were entitled, whereas the 
other services were not. 

Now, I say they are going to start this servicing. Is it going to be 
done to the same degree for all services, or is the Army going to be 
mild about this, while the Air Force and Navy are fervent about it? 

Admiral Grenreti. No, I think not. I think each particular serv- 
ice realizes the importance of this service to the widows and dependents. 
I said Marine Corps and Coast Guard. I am not sure what the Coast 
Guard does yet, Mr. Carnes. But again I repeat, because your commit- 
tee has been sitting on the problem for a year, and bringing out the 
weaknesses in the service procedure, that has caused the services to 
become alert to this problem, and I feel all of the services will give 
equal treatment. 

There may be differences in procedures. The Marine Corps may 
do it through the recruiting service, as much as possible. The Navy 
will use the commanding officer to do it, and the Army, I believe, would 
do it through their corps system. But I am sure they will all try to 
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do their best to expedite all the benefits to the dependents and widows 
when it happens. 

Mr. Carnes. Captain Martineau, I think we are going to have to 
run over a little bit of your presentation with your permission. Would 
you put the third chart you exhibited yesterday back on the screen for 
the committee members, please? That was the chart that dealt with 
$370.90. 

Captain Martineau. Actually, Admiral Grenfell presented that 
chart, though it did deal with some of the things we talked about. 

The third chart in the pamphlet, let us get that on the screen, please. 

(The chart referred to is chart III, appendix B.) 

Admiral GrenFreu. Is this the one ? 

Mr. Carnes. Yes; that isthe one. That is the one dealing with the 
widow and the two children ; is that correct ? 

Admiral Grenre.i. Yes, sir; initially monthly income. 

Mr. Carnes. The payment is $370.90. That is based upon social 
security of $128. 

Admiral Grenre.yt. Yes. 

Mr. Carnes. Are you presuming in those cases the social security is 
predicated entirely on the $160 per month wage credit. 

Admiral Grenrett. That is right. 

Mr. Carnes. Under the new plan proposed, that social security bene- 
fit would be $200 for E—6’s, and above; is that correct ¢ 

_ Admiral Grenrety. I believe that is what we said yesterday; yes, 
sir. 

Mr. Carnes. To what extent in that particular case would adjust- 
ments be made in the indemnity? That would be $50; is that correct ? 

Admiral Grenreti. That is right. 

Mr. Carnes. What would be the Veterans’ Administration com- 
pensation on a case of that kind for an E-2¢ Would you mind asking 
Captain Hoyt to give us that ? 

Captain Horr. $75. 

Mr. Carnes. This is under the new plan. The figure would be $75. 
Then he would get $50 in the indemnity ; is that correct ¢ 

Captain Hoyt. Yes. 

Mr. Carnes. His social security wage credit would be predicated 
on $200 a month ¢ 

Captain Horr. That is right. 

Mr. Carnes. Which give him, roughly, what social security / 

Captain Hoyt. $163—80 percent of his pay. 

Mr. Carnes. This is the type of ease I wanted to illustrate in answer 
to Mr. Bates’ question. An E-1, under those circumstances there, 
would currently get $370.90. 

Admiral Grenrety. That is right. 

Mr. Carnes. Under your proposed bill, he would get $75 from the 
Veterans’ Administration, $50 from the indemnity, and $163 from the 
VA, or a total of $288? 

Admiral Grenren. That is right. 

Mr. Carnes. In that case this would be one of the cases such as Mr. 
Bates mentioned, where the survivors would actually get less‘ 

Admiral Grenrett. That is right. 

Mr. Harpy. But he still would be getting more than his gross pay. 

Mr. Carnes. Yes. In addition to that, if this widow, even after 
the children reach the age of 18, remains unmarried, she would con- 
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tinue to get $50 per month indefinitely, whereas the $92.90 stops at 
the end of 10 years; is that right? 

Admiral GrenFe.tL. Yes. 

Captain Horr. The actual value from the insurance standpoint to 
all unremarried widows is up under this plan. Where the caaiiaen 
are made in the enormous amounts in the early stage of the game, and 
then the level, that severe dropoff, which is leveled out; and the unre- 
married widow gets paid more under this scheme in every case. 

Mr. Bates. The prams value of these entitlements will be greater 
under the new bill ¢ 

Captain Horr. For the unremarried widow ! 

Mr. Bares. Yes. 

Captain Hoyr. That is correct. 

Mr. Carnes. That is present values. 

Mr. Harpy. Mr. Bates’ question would be answered “Yes,” if it were 
related only to the unremarried. 

Captain Hoyr. And I think as to the dependent parents and truly 
dependent parents as well, the ones that qualified would be just as 
well off, if not better off, under the new plan. 

Mr. Harpy. So you are taking the theory that you do not have too 
much obligation to the widow that remarries, and we are improving 
the value of the benefits if she does not marry ? 

Mr. Bates. That is right. And that general philosophy is con- 
sistent with present law. 

Captain Hoyv. I think that is consistent with present law. It just 
cuts down the excess at the beginning and spreads it out more equit- 
ably for the girl. 

Mr. Bares. Until someone else takes on the responsibility. 

Captain Hoyt. That is right. 

Mr. Carnes. Admiral Grenfell, the committee is very much con- 
cerned about inequities, and the correcting of those inequities. When 
you were talking yesterday, you cited three different examples which 
did not relate to that chart, where men in the service who retire may 
be able to use the $160 wage credit for retirement purposes. 

Would you recap those for the committee ? 

I think it is important that they understand that. 

Admiral Grenrett. Captain Martineau will handle that, sir. 

Mr. Carnzs. Fine. 

Captain Marringav. I believe your question refers to the present 
law and the continuation of the present $160 wage credit for people 
who leave active status and go to inactive status. 

Mr. Carnes. That is right. 

Captain Martineau. There are several different categories. 

First, let us take the case of the veteran and by the veteran I mean 
the person who leaves active service and is not entitled to retired pay of 
any kind, either for physical disability, or longevity. 

Under present law that veteran does carry forward with him the 
$160 wage credit that he earned while in military service. They know 
it will not diminish if he places himself again under a form of em- 
ployment that is presently covered by social security. 

Of course if he does not, and works at one of the few vocations that 
are not covered by social security, of course that will gradually dimin- 
ish, and the extent to which it diminishes will depend upon how long 
he did participate in the military. 
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If he participated for 10 years or more he is fully insured for life, 
and there is an irreducible minimum beyond which it cannot go. 

On the other hand, if he participated in the military for less than 
10 years, that credit will diminish and eventually vanish. 

Now let us take the category of the retired person. 

The person who leaves active service and who is entitled to retired 
pay, either by virtue of a physical disability meurred in service, or 
having served enough years, that is, 20 years or more, so as to become 
entitled to retired pay. 

For the person who leaves active service with a physical disability, 
provided that the physical disability is at least 75 percent disability, 
or the percentage of disability is more than the percentage of longevity 
pay to which he is entitled, which is computed at the rate of 214 per- 
cent of his basic pay times the number of years of service—for example, 
let us take the case of a man who is leaving active service, with a phys- 
ical disability. 

Let us say the disability is only 40 percent, but he has actually served 
20 vears, his longevity pay would be 20 times 244, or 50 percent. 

Obviously it exceeds the percentage of physical disability. 

So despite the fact that he is retired for physical disability, since he 
does not meet that formula, he cannot carry 

Mr. Carnes. Could he accept the reduced retirement predicated on 
his physical disability, and forget the longevity, in the hope of improv- 
ing his social-security status ? 

Captain Marrineav. I do not believe he has that option. 

Captain Horr. He has that option how that pay is computed. 

He has the option of taking the 40 percent. 

Mr. Carnes. He can take the 40 percent and retain his social-security 
status. 

Is that right? 

Captain Horr. Yes. 

Mr. Carnes. Continue. 

Captain Marrimnrav. Then we have the case of the man who leaves 
active service status in a retired status who has served in World War I. 

He is not going to receive retired pay by virtue of the year of lon- 
gevity from 1940 to 1955. 

He therefore is entitled to carry forward the social-security credit 
of $160. 

Now we have the case of the retired serviceman who leaves active 
service, and who had completed 30 years of service on or before July 
25, 1947. 

He is entitled to carry forward any social-security credit under the 
military formula of $160 that he might have earned since July 26, 1947. 

He is the one longevity man who can carry some of the military 
credit forward with him into inactive status. 

Mr. Carnes. Then you have three classes of military personnel who 
could be receiving retired pay: World War I veteran, those on dis- 
ability, and those who have served 30 years, beyond July 25, 1947, who 
can retain their social-security insured status, by virtue of $160 per 
month wage credit granted while in the service. —~ 

Captain Marrinrav. That is correct. 

Except I want to point out the last category will not be the full 
amount, because it is on only the amount he earned since 1946. 
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Mr. Carnes. But it will give some insured status ? 

Captain Marringav. Yes. kde 

Mr. Carnes. In those three cases, is the total cost of deriving bene- 
fits from the $160 met by the Federal Government, and reimbursed to 
the OASI trust fund, or do you know ? \ 

Captain Martineau. There is no cost met by the Federal Govern- 
ment now on it. Only the social-security trust fund is bearing all the 
expense. j 

I believe when Congress enacted the first law applying social security 
to the military, namely, the one August 10, 1946, when the Congress 
was providing for the man who had served in World War II and had 
been discharged, that law said if any such individual died within 3 
years after his discharge, and his discharge could have been as late 
as July 25, 1947—Congress considered that to be the end of the World 
War LI for that purpose. 

Then they would be entitled to a social-security credit of $160 per 
month for each year of military service. 

Congress stated that that cost would be made up from the Treasury— 
the social-security trust fund would be reimbursed by that amount. 

I believe the records indicate that there was actually paid $13,700 
from the Treasury to the social-security fund. 

In subsequent laws, however, in relation to the military and social 
security, Congress changed that and no longer made that payment 
a requirement. 

So that there is no body. 

The fund is not being compensated now, either by the Defense De- 
partment or any of the Government departments. 

Mr. Carnes. You have three groups of people here who possibly 
can retire and receive social-security benefits, predicated entirely upon 
the $160 per month wage credit ? 

The OASI trust fund has to pick up that tab. 

At the present time there is no reimbursement, but there may be a 
contingent liability of the Government. 

My question is, if the bill, such as has been proposed in Committee 
Frint A had been enacted, do you feel those people under the social 
security would achieve a sufficient number of quarters so that they 
would earn social-security retirement rights on their own, and there- 
fore relieve the Government of its liability in these three categories, 
and if so, to what degree. 

Captain Marrineav. I believe that would depend when they die. 

If they participated for a long enough period so as to permit their 
contributions and the Government’s contributions, as the employer into 
the fund, to accumulate, then that would be figured out actuarially to 
determine whether or not the fund was being properly compensated. 

If they had an early death, however, the fund would have to pick up 
the check. 

Mr. Carnes. Captain Martineau, in the Department of Defense, do 
you have any estimate as to the number of new compensation cases 
that could be added to the VA compensation rolls if retroactively all 
men who died on active duty and did not have their six quarters of 
coverage were blanketed in under the law that is proposed in com- 
mittee print A. 

Captain Marrineav. We do not have an estimate on that. 
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Mr. Carnes. But there perhaps would be a great many people, 
or a sizable number, who did die before obtaining that six-quarters 
of coverage during World War II, and the period after World War II. 

You are concerned about getting that group covered retroactively, 
as far as benefit rights, of course not as far as payments are concerned. 

Captain Martineau. That is right. 

The committee print in covering that group, however, only assumes 
the minimum wage credit—they did not assume the $160 per month 
bir credit for the group. 

hey assume the minimum provided by law. 

Mr. Harpy. With respect to the retroactivity, you would pro to 
make the bill presently apply to deaths which occurred previously, but 
you would have no payments which would go back. 

Captain Martineav. Of course this particular provision Mr. Carnes 
is referring to, Mr. Chairman, has to do with that particular group 
who died in military service since 1940. 

But did not have enough time. 

Mr. Harpy. But did not have enough quarters? 

Captain Marrrneav. Yes. 

Mr. Harpy. So consequently their beneficiaries have not been eligi- 
ble to receive social security ? 

Captain Martreav. That is correct. For that military service. 

Mr. Harpy. Now there is a provision in this bill, I understand, 
which would make their survivors eligible for social security ? 

But the point of my question is that retroactivity would relate to 
the time of death and not to the retroactive payments. 

Captain Martineau. That is right. 

Mr. Harpy. It would make them eligible to apply now for social 
security upon the effective date of this act and receive payments from 
then on. 

Captain Martineau. Yes, sir. And give them a credit for as long 
a time as the man was living while in military service—a wage credit 
for that period. 

Is there one more group, Mr. Carnes, going back? 

There is a large group that cannot carry the social security. 

Mr. Carnes. The same restriction also applies to the railroad retire- 
ment and civil-service retirement. 

Captain Martineau. Yes. 

Mr. Carnes. They cannot use the wage credit for social-security pur- 
poses because it is also used for civil-service retirement and railroad 
retirement. 

Captain Horr. On the social security, the civil service applies only 
to this group of temporary employees. 

But the Railroad Retirement Act, where the military time is used 
for social-security credits under the Railroad Retirement Act, they 
cannot use the military credits too. 

Mr. Carnes. Captain Martineau, in the hearings last fall quite a bit 
of discussion revolved around whether we should continue the gratui- 
tous indemnity in effect. 

Why not do away with the gratuity indemnity, therefore, having 
simplified the survivor benefits to that extent. 

I think the argument was made then, and you reiterated it yester- 
day, that you wanted to keep the insurance principle which would 
allow the man the right to designate a beneficiary. 
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I wonder if you would explain to us what right he would have to 
designate beneficiaries under the gratuity indemnity features, as con- 
tained in your bill. 

How far down the line could he designate beneficiaries ¢ 

Captain Martineau. He could designate a wife, children, parents, 
and a brother and sister, if dependent, and if there are no—if there is 
not. a widow, children or dependent parents. 

Mr. Carnes. At the present time under the gratuitous indemnity 
of $92.90, can-he not designate a brother and sister whether or not 
they are dependent ? 

Captain Martineau. He may. 

Mr. Carnes. So to that extent you are bing even more restrictive ? 

Captain Martineau. That is correct. 

Mr. Carnes. To the extent you get more and more restrictive, you 
are doing away with the insurance principle of having the right of 
a free election ; are you not ¢ 

Captain Martineau. That is right. We are trying to accomplish 
two things there. 

We are trying to preserve the insurance principle, while at the same 
time restricting somewhat and tightening up the control so as not to 
provide perhaps excessive amounts to people who are not actually 
in need. 

Mr. Carnes. To the extent that you are partially destroying the in- 
surance principle, it may give some validity to the argument that per- 
haps there is no need to keep the indemnity at all. 

I would like to ask the question, what if a man has a special obli- 
gation to some individual who may not fall in your restricted class 
of dependentcy under the $50 indemnity ? 

Suppose an uncle had financed him through college or something 
like that ? 

This man would not have the right to designate such a man as bene- 
ficiary under the bill ? 

Captain Martineau. No, sir; not as now written. 

Mr. Carnes. What about the $50 gratuity indemnity under the bill? 

Would that gratuitous indemnity being paid to a child or minor 
child only be terminated at the age of 18, if that child were in a uni- 
versity approved by the VA Administration ? 

Captain Martineau. No. It would be terminated at age 21, if he 
was ina VA approved school. 

Mr. Carnes. The indemnity of $50? 

Captain Martrngavu. That is correct. 

Mr. Carnes. I think we should reiterate the question Mr. Teague 
raised yesterday, and have assurances on this point because it is fairly 
important. 

Once this committee print A went into effect, if that were to be 
the bill adopted, the gratuitous indemnity feature would be a flat $50 
payable under the terms as stated and there would be no election be- 
tween a person choosing that and $92.90 for a period over 10 years? 

Captain Martineau. That is right. 

Mr. Carnes. I think the chances of having the $50 was very well 
established yesterday afternoon. 

After having thought it over was there anyone in your Task Force 
who felt that Mr. Teague’s comments merited further investigation, 
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or do you still adhere to the fact that the $50 should be the policy to be 
pursued ? ; : 

Captain Marrrnrav. I for one continued to think about it, and 
I must admit there is a certain amount of merit certainly in providing 
that option. . 

I feel this arrangement as included in the bill probably was aimed 
at attaining several objectives, one of which may have been simplicity 
of administration. 

And another was that it was deemed equitable. 

Mr. Carnes. Admiral Grenfell, do you have an observation on that 
roint ? 

Admiral Grenretu. No, I think I can go along with Captain Mar- 
tineau. I think the business of administering that particular choice 
would create a lot more paperwork, maybe unduly. 

It would be hard to say. 

I think over a period of time we would have another problem there 
of handling an undue amount of paperwork. 

Captain Martineau. And we might also have this situation, I might 
add—it is quite possible and it would happen in many eases as things 
turned out it would be better for the individual which do that the $50 
was the only option she had. 

In other words, she might elect a $92.90, expecting to marry, and 
then for one reason or another that did not turn out, or she married 
and was left a widow again. Then at the end of those 10 years she 
would have nothing. Whereas, under the $50, as long as she did not 
remarry, she would continue to receive that. 

Mr. Carnes. That is the paternal view. You think the Government 
should make the choice ? 

Captain Martneav. No, we are not being our brother’s keeper at 
all. That would be the effect. 

Mr. Carnes. Mr. Teague has a question. 

Mr. Tracur. I can’t get away from the idea an option would be a 
good idea. There are situations where, as you say, if there was the 
option, and they were to take the $50 rather than the $92.90; that might 
turn out to be a mistake. 

I can see where that might possibly be a mistake, because they would 
take the $92.90. But I cannot get away from the thought that an 
option would be desirable. 

Captain Martrngav. Offhand, and we would want to give the prob- 
lem a thorough study, as you would, I would see no objection to offering 
that if the Congress so desired. It would have certain advantages, it is 
true. ’ 

Mr. Tracur. I have one question there, if we are through with that 
subject. I think practically every member, except Mr. Kean and Mr. 
Kilday, and at least I am sure Mr. Hardy and Mr. Bates and I are 
agreed, that we have promised the Congress we are going to come up 
with a simple bill. | 

Did you fellows really try to come up with something new that was 
very simple? Actually, we are doing very little in simplifying the 
situation through this bill which we have considered and talked about. 

Captain Marrtrnrav. I think there is a considerable simplification 
here. For the first time I think it will be a program that is coordinated 


where one element will be weighed against others, 
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Mr. Txacur. I suspect a lot of widows that try to have that explained 
to them are not going to agree it is coordinated. 

Captain Martineau. There is a quite simple solution, which would 
be to apply the FECA principle to everybody. That would be simple, 
all right. 

Mr. Harpy. Why do you have to stick to something that you have 
already got? Why don’t you come up with something new / 

Captain Martineau. We made every effort to do that, Mr. Hardy, 
and we kept coming back to something like this, considering all the 
problems involved, and al] the interests involved. 

Mr. Harpy. I happen to go along with Mr. Teague a little bit in this 
question he raised there, because there are certainly, as far as these 
charts put up there yesterday are concerned, a number of undesirable 
situations that are created by going along with the social security pro- 
gram. I cannot, for the life of me, see how you can justify coming 
in here with a bill that gives a widow so much for 10 years, and then 
drops her down to zero. 

Goodness knows, she is getting to the point when she is going to 
really need some earning power, so until she reaches age 65, she is not 
even going to eat, unless she finds another husband. 

Japtain Marrrngavu. If we can raise the cost of this bill somewhat, 
we can provide for that. 

Mr. Harpy. The thing I am talking about is this: That was ex- 
piained on the basis of its being a social security approach. And that 
is one of the things you recall I mentioned yesterday 2 or 3 
times—I don’t know any reason in the world why, in developing new 
l-gislation, we have to adopt undesirable provisions of existing legis- 
lation simply because it is in some program which is now functioning. 

Captain Martineau. Mr. Hardy, if I understand your point cor- 
rectly, you had made reference to the case of a widow who was re- 
duced to nothing—to zero payment. I think the only time that that 
would occur would be in the case of a man who died in an inactive 
status, not a service-connected death. 

At the present time the widow and children get absolutely nothing 
at any time. Under this proposition they would become entitled to 
social security, as provided by social security law. 

Mr. Harpy. Are you going to feed them until they get to the age 
where they can feed her? 

Captain Marrineav. Until the children reach age 18, at which time, 
as you point out, it would reduce to nothing. If we were to provide 
any payment at all for a widow in that situation, as I attempted to 
point out yesterday, then we would be departing from a principle that 
has been established up to date of not compensating the dependents 
of a family for a non-service-connected death that does not occur in 
active service. 

No compensation is paid at the present time by the Government. 

Mr. Harpy. I used that illustration, but actually we are talking 
about the application of the same general idea of a widow between the 
ages of 55 and 65 dropping way down to the $87 or $89, or whatever 
it was, and then at age 65, jumping up again. I don’t think that we are 
wedded to any of the provisions of existing law simply because they 
are in some program now. 

If you try to achieve simplicity by adopting some program that 
loes not accomplish the thing we are starting out to do, for more equity 
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and to provide reasonable subsistence for the survivors of military 
personnel, I think we are making a bad mistake, if we hitch our wagon 
on a program that is not a program to start with, just because it is 
something that is functioning. 

Mr. Teacur. I bet you can’t find 15 captains in the United States 
Navy who could come in here and explain their present survivors’ 
benefits. 

Captain Martineau. I agree with you. 

Mr. Tracur. Can’t we come up with something that people could 
understand and know what they have got? Since this started, I have 
traveled with a goodly number of top Air Force and top Army officers, 
and there was not a single one who had the slightest concept of what 
kind of survivors’ benefits problems they have. Certainly we need 
an educational program or simplification on this thing, so we can 
bring it to the point where people can understand it. 

Mr. Harpy. We got off the track. Let us get back where we were. 
I still wish you would give some thought to this aspect of the thing 
we have been talking about. 

Admiral GrenreLu. Maybe one answer about the widow would be 
establishing a minimum amount that the widow will ever receive. 

Mr. Harpy. That would be a help to this whole problem, Admiral, 
but again it seems to me we are taking what looks like an easy ap- 
proach to try to adapt an unworkable program to this situation. I 
get right back to this feeling, that here we are, wedded to a program 
that was not built for application to the military, and we are just 
simply doing that because there are so many people going through 
the military, and going back to civilian life—we are taking the posi- 
tion that we have got to adopt that thing as is. 

If we are going to adopt a social security program for the military, 
let’s try to make it adaptable to the military. That seems to me the 
problem in front of us here. So let us think a little bit about that. 
Maybe we have got to do a little deeper thinking, a little independent 
thinking, and try to get away from the beaten path, so to speak. 

Mr. Treacur. You and Captain Martineau have not been in here 
before. We have talked about this thing before and we have a fine 
staff group who have always talked us back into it. 

Admiral Grenrett. I appreciate the comment. 

Mr. Harpy. That is so true. 

Mr. Bares. I know I sent them back several times while I was chair- 
man, and Mr. Hardy sent them back several times while he was chair- 
man, and it looks like we are moving to another issue right now. 

“Captain Marringav. Mr. Chairman, to take about two minutes on 
this point, first appreciating the complexity of the present law, we 
don’t deny that—as far as this particular program is concerned, that 
we are advocating now, along with the efforts of the armed services, 
of course, it is very much the product of the special committee that 
was set up by the Congress to study this question; namely, the Kaplan 
Committee, that was appointed by the Congress—— 

Mr. Tracur. By the President. 

Captain Martrneav. Thank you—that was appointed by the Presi- 
dent. Anyway, there were authorities on this subject of retirement 
to review and revise this Government retirement program, and they 
made a special study of the military program, of course. Our pro- 
gram follows quite closely this, not merely because that committee 
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made it, but recognizing they were authorities on the subject, and it 
was a thorough study and ihe is the great work that has already 
been done by this committee here, under your chairmanship, and 
that of Mr. Bates. 

Insofar as this program is concerned, and without wanting to ap- 
pear too defensive about it, because I certainly am not, I would be 
the first one to welcome a new and better program, but I do think it 
has some virtues of simplicity. 

In the future, if this plan was adopted, what would it consist of? 
First, of a fiat indemnity payment to everybody who died, which 
would be the same—$50 per month. Reseviele would get that. Then 
it would consist of part 2, which would be 20 percent of the gross pay 
the man was getting at the time of his death. 

Part 3, social security. That is what it amounts to. There have to 
be certain rules how that thing will apply, to take care of the multi- 
tudinous situations that always arise when you are dealing with so 
many people. But I think it is really basically that simple. 

Mr. Harpy. Well, that sounds simple, if I didn’t know better. All 
right, go ahead, Steve. 

Mr. Bares. Mr. Chairman, before we leave this point of the widow 
who received nothing, I think it should be pointed out that her hus- 
band never did take advantage of the Contingency Option Act. 

Mr. Harpy. Ina great many cases it did not apply. 

Mr. Bares. It could have. He did not take advantage of that, nor 
of any Government insurance program. 

Captain Martineau. That is true. We are assuming he did not take 
advantage of either of those. 

Mr. Carnes. Captain, in your bill there is no differential between 
peacetime and wartime service, is there ? 

Captain Martineau. That is correct. There is no such differentia- 
tion. 

Mr. Carnes. Do you think there should be? 

Captain Martineau. No, I donot. 

Mr. Carnes. In lieu of the fact that approximately 40 percent of 
the inservice deaths occurring in January 1954 were caused by auto- 
mobile accidents, do you think that the survivors of those people should 
be paid the same as those who died in Korea or World War II? 

Ceptain Marttineav. I do, sir, unless it is proven that that auto- 
mobile death or any other death was the result of willful misconduct. 
There are plenty of cases where men die in automobile accidents that 
can be directly traced to their military service. 

Mr. Tracur. You know if you were to go to FECA, that would cut 
a those, or 90 percent of them. Under FECA they do not get 
paid, 

Captain Martineau. I did not know that. 

Mr. Treacue. That is correct. 

Mr. Carnes. In FECA, you only get paid for deaths incurred in 
line of duty. 

Captain Hoyr. It is proximate cause, not line of duty under FECA. 

Mr. Carnes. It is considerably more restrictive than the present 
interpretation of inservice deaths. 

Captain Horr. Of course. 

Mr. Carnes. The Department of Defense has made a very definite 
decision there should not be any differentiation between wartime and 
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peacetime services, as far as the bill you are supporting is concerned ; 
is that correct ? 


Captain Horr. That is correct, sir, as reflected in the committee 
print. 

Mr. Tracur. Captain, who determines gross pay, and how is it 
determined ¢ 

Captain Martineau. Gross pay is defined and specified in this bill. 

Mr. Treacue. It would not fluctuate ? 

Captain Martineau. It would not fluctuate. You only fluetuate— 
I will change my answer: You would have to amend this bill to 
change it. 

Mr. Teague. Does the legislation spell out gross pay or does the 
Defense Department determine gross pay ! 

Captain Martineau. There isa table in the bill, and that table would 
be changed only by amendatory action. 

Mr. Harpy. We are talking about the application of the bill, if you 
talk about gross pay, other than that—that is reflected in the table in 
this bill. It fluctuates. 

Mr. Tracur. That part could change the medical cost, for example ? 

Captain Marrineav. Not insofar as the amount of gross pay re- 
ceived in the bill. The Defense Department could, of course, change 
it, but if they wanted to change gross pay for this purpose, they would 
have to come to Congress and get it amended. 

Mr. Tracue. For this purpose / 

Captain Martrneav. Yes. 

Mr. Barres. Because you use that language “as is set forth below.” 

Captain Martineau. Yes. And there is a table on it. And if there 
is a pay raise or pay reduction for the armed services, this bill would 
have to be amended accordingly. 

Mr. Harpy. The term “gross pay” is not entirely new. We have 

talked about gross pay. Basic pay and allowances, plus something else, 
is what gross pay consists of. 

Captain Martrneav. I think it is the first time that it has been used, 
as far as the military is concerned. 

Mr. Harpy. Insofar as legislation is concerned, I think that is right. 
T don’t recall having seen this written in legislation before. We have 
had discussions on it. 

Captain Martrnrav. I would have to change some of my previous 
statements. I would like to refer to section 10 of the committee print. 

Mr. Tracer. I like what the staff came up with, of a definite dollar 
amount, instead of part gross pay, or base pay, or anything else, and 
it is mv understanding also that this gross pay can fluctuate, and prob- 
ablv will. 

Captain Marrrnrav. This bill provides it could fluctuate, and be 
changed by the President. It says whenever the basic pay or allow- 
ances to which members of the uniformed services of the United States 
are increased or decreased, the President may make corresponding ad- 
justments in the monthly gross-pay table. 

He can only do it, however, as I read this, in the event the basic 
pay or basic allowances were changed by another act of Congress. 
Then the President would have authority to change the table here. 

I think that is in the interest of simplicy, and to make another act 
unnecessary. 
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Mr. Carnes. Could we get the chart where E—5 has 10 years’ serv- 
ice’ That is the staff sergeant and petty officer, second class. 

Captain Martineau. On active duty ? 

Mr. Carnes. Yes, sir. It is a widow with two children. 

Captain Marrrneav. Yes. 

(The chart referred to is chart No. LX, appendix B.) 

Mr. Carnes. Now, looking at that chart, Captain, there was some 
question yesterday, so I wonder if you would once again review for 
the committee how supplemental payments could be made to truly 
dependent parents and what effect it may have on the survivor; that 
is, referring to the $50 indemnity. 

Would you try to illustrate, using that chart? You did yesterday. 

Captain Martrngav. Yes. 

Mr. Carnes. The payment made to the widow and two children 
there assumes they get the $50 gratuitous indemnity. 

Assuming the parents get that, what effect would it have on the 
case in front of you? 

Captain Hoyt. On this chart, the payments to the widow and her 
family would be reduced by $25 all the way along. 

The parents would get the $50 indemnity. 

Mr. Carnes. The parents would get the $50 indemnity, and the pay- 
ment to the widow would be reduced by $25. 

Captain Martineau. Yes. 

Mr. Carnes. Even if aman who has a wife and 2 children designates 
his parent to receive the $50, the cost to the Federal Government would 
be $25 greater; is that right ¢ 

Captain Martineau. Yes. 

Mr. Carnes. Yesterday, when the question was raised—I do not 
recall your answer, but you led the committee to believe the thing 
equated itself. 

Would you mind explaining that all over again ? 

Captain Martineav. It isa little difficult to explain. 

The man could not leave more than half of his indemnity, so under 
this law he could not leave the fuil $50 to the parent, but only $25. 

Mr. Carnes. If he wanted to see his mother was provided for, $25 
would be a very small payment, would it not ? 

Captain Marrineav. I take it back. If the parent was really 
dependent, the fact he left the indemnity of $50 to the mother means 
it would reduce the parent’s supplemental benefits to $25, leaving the 
mother with $75, and the widow would continue to get $100, which 
isthe same $75. It could not exceed $75 for the family. 

Mr. Carnes. Let us start over once again. 

Do you understand ? 

Mr. Harpy. No. 

Captain Hoyt. Let me start out all over again. 

You have a widow 

Mr. Carnes. With two children ? 

Captain Martineau. Well, the two children would not affect this 
thing one way or the other. 

Mr. Carnes. All right. 

Captain Marttrneav. We have a widow and dependent mother. 

I am speaking of a dependent mother. She is entitled under this 
bill to supplemental benefits even though the widow is being paid. 

Mr. Carnes. If the widow received $150 the mother would receive 
a supplemental payment of what amount ? 
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Captain Marringav. Fifty dollars. 

That makes $175 for the family, for 2 people—the widow and de- 
pendent mother. 

Mr. Carnes. The widow would be entitled to $125 and the depend- 
ent mother to $50? 

Captain Marrineav. Yes. 

Mr. Carnes. In that case the man designated his mother as bene- 
ficiary under the $50 indemnity. 

Captain Martineau. Then the supplemental benefit would be re- 
duced to $25 and the widow’s benefit would be raised to $100. 

So you would have $175 paid to the 2 dependents; exactly the same 
as now. 

Mr. Carnes. If he designated his mother, she would receive $75? 

Captain Martineau. Yes. 

Mr. Carnes. And the widow would be reduced to $100 ? 

Captain Martineau. And that adds up to $175, which would be ex- 
actly the same benefit. 

Mr. Carnes. That is the case where the mother is truly dependent. 

Captain Martineau. Yes. 

Mr. Carnes. If the mother was nondependent, but the man desig- 
nated her as beneficiary, what would be the situation then ? 

Captain Martineau. Then the Government would pay out $25 a 
month for the period of 10 years. 

Mr. Carnes. To whom ? 

Captain Martineau. To the mother—to the combined family. 

Mr. Carnes. You mean $200 to the combined family, instead of 
$175? 

Captain Martineau. No, $50 and $125—they would pay $50 in- 
demnity to the nondependent mother and $100 to the dependent widow. 

Mr. Carnes. Then they would penalize the dependent widow $25 
because of the fact the mother had received $50 indemnity? Is that 
correct ¢ 

Captain Martineau. Yes. 

Mr. Carnes. Even though the mother was nondependent ?- 

Captain Marringav. That is correct. 

Mr. Carnes. So that to that extent, then, you are further reducing 
the insurance principle in this right of election of beneficiary by re- 
stricting it further ? 

Captain Marrineav. It is certainly restrictive. 

Mr. Carnes. The point I am trying to make is this. It looks as 
though they said they were going to keep the indemnity to retain the 
oer principle, the right of election, and designation of the bene- 

ciary. 

If you are going to couch the right to name the beneficiary with so 
ee restrictive phrases, you have done away with the good and I 
would suggest that the sugestion made last fall, that the indemnity 
be incorporated as part of the compensation payment, even under this 
bill, has considerable merit. 

Mr. Harpy. Frankly, it does not seem to me to be right and frankly, 
I do not understand what you just said. 

Captain Hoyr. I do not blame you, Mr. Chairman, that is a hard 
thing to explain. 

Mr. Harpy. But adding it all up, it seems the limitations placed 
around the indemnity put it in substantially the same position as 
death compensation. 
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Mr. Carnes. That is the point. 

Mr. Harpy. If that is the case it would seem there is no earthly 
reason for having two components within this V A operation. 

Captain Hoyt. I would like to mention one thing that has not been 
touched on yet, and I think it is probably as good a reason for the 
splitting of the 2 provisions or the 2 components as any, and that is 
the fact, as you know, these bills in all the plans that have been pre- 
sented to the committee so far, provide for an offset against benefits 
which have already been received. 

This indemnity section of the bill provides a convenient and unques- 
tioned legal way to create an offset because you are offsetting one free 
indemnity against another. 

If you put it all into the veterans’ compensation and did not use 
this ievion ou would be offsetting indemnity against compensation, 
and particu red you would be offsetting insurance benefits for which 
a man had paid against compensation, and I do not think that would 
be too popular to start with, and I think there would be some question, 
although I admit I am alone in this corner on this point. 

Mr. Harpy. If it is proper to make an offset, it would be just about 
as easy to provide for that offset against compensation by writing the 
language into the legislation, would it not ? 

at you are bringing up is the psychological effect ? 

Captain Hoyt. That is correct. 

And I think also your consulting actuary here would express an 
opinion to the effect most State insurance commissions would take 
a very dim view of your writing a policy and saying “I am going to 
give you a different policy so I am going to cancel part of your old 
policy out.” 

- Mr. Harpy. But this is not exactly a policy ? 

Captain Hoyrt. It is not exactly a policy, but psychologically, it is. 

Mr. Carnes. This is a point against interest, but aren’t you a little 
deceitful and deceptive, saying you are keeping the $50 indemnity so 
as to retain the insurance feature, and retain the right of designating 
the beneficiary, where in essence in this bill, Committee Print A, you 
are regularly keeping a $50 indemnity to provide an offset. 

Captain Hoyt. You have heard my expressions in executive session 
on offsets, so I do not need to say I don’t think very much of the prin- 
ciple of offset anyway. 

But I am just saying it is my private opinion that that is the main 
reason this thing has been used. 

Mr. Harpy. Now that we understand that, let us go ahead to some- 
thing else. 

Mr. Carnes. Fine. 

Mr. Harpy. Captain Martineau, in pursuit again of the question 
Mr. Bates asked early this afternoon, if the social security on a full 
contributory basis be an integral part of the new plan, is it conceivable 
that certain widows, instead of being eligible for $87 per month would 
be eligible for only $75 a month, in VA compensation, where they have 
no minor children and have not attained the age of 65? 

Captain Martineau. Under the present law ? 

Mr. Harpy. No. Under the proposed bill. 

Captain Martingav. The minimum payment under (1.is bill would 
be $100 per month, for the combined death compensation and 
indemnity. 
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Mr. Harpy. Then it would not be possible for any widow to receive 
less than $87 per month. 

Captain Marrineavu. That is right. It would not be possible for 
a widow to receive less than $100 per month. 

Mr. Harpy. A widow only could not receive less than $100 per 
month ¢ 

Captain Martineau. That is right. Under the proposed bill. 

Mr. Harpy. That is for in-service, or service-connected death? 

Captain Marrineav. Either. 

Mr. Harpy. | wonder if you would state for the committee what 
your bill intends to pay to children only ? 

Captain Marringeav. This bill provides that the payment for chil- 
dren only first would consist of the 3 parts entitled “Social Security,” 
the flat $50 per month, and then the entitlement under the dependents’ 
compensation, which is set forth under this formula. 

No single child, there being no widow, would receive less than $10 
per month or more than $25 per month. 

One-hundred dollars is the maximum amount for four or more de- 
pendent children, that would be payable under the dependent-com- 
pensation feature of the bill. 

I would say under most circumstances they would also be entitled 
to the $50 indemnity, although as we have been discussing the service- 
man could have designated someone other than the children to receive 
all or part of that $50 indemnity compensation. 

Mr. Carnes. If there were minor children and the serviceman had 
designated his mother to receive the $50, there is no compensating 
factor for the children, because the mother did receive the $50. 

Captain Marrinrav. There would not. It would be possible for 
a single child to receive as little as $10 per month, plus social security, 
under this bill as now written. 

Mr. Carnes. And the maximum they could receive in compensation 
would be $25 per month ? 

Captain Martrneav. For a single child, and $100 for 4 or more 
children. 

Mr. Harpy. That is just part. Let us talk about the total thing. 

Mr. Carnes. Say there are 2 minor children eligible for the $50 
indemnity, which would be $25 apiece, until they were age 18. If 
that man were an E-1, insured under social security at $200 per 
month, what would those children be entitled to? 

Captain Martineau. Under social security the 2 children would be 
entitled to $49.10. 

Mr. Carnes. Divided equally between them? 

Captain Martineau. Yes. 

Captain Horr. No, that is not right. It is $98.20 for the 2 children, 
social security. 

Mr. Cannes. It would be $49.10 apiece, then; is that correct? 

Captain Horr. No. The first child gets more than $58. 

Captain Marrrveav. It would be $49.10 for each child under social 
security. 

Mr. Cannes. What would be the pay in that case, other than com- 

vensation ? 
Captain Martineau. VA could pay, of course, from between $10 
and $50 under the indemnity compensation, depending how the service- 
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man had designated the compensation. If he had designated his 
children would receive all of the indemnity compensation, then 550 
would be divided among the 2 children. 

Mr. Carnes. Each of them would receive $25 each / 

Captain Marrineau. Under the indemnity compensation. 

Mr. Carnes. Therefore no VA payment would be paid other than 
the gratuity payment ? 

Captain Martineau. No, we have the other remaining element, de- 
pendency compensation, under the 20 percent formula. 

Mr. Carnes. How much would that be? 

Captain Marrineav. That would be $10 apiece. So each child 
would receive $10 there. So you have $49.10 plus $25 plus $10. That 
would be the minimum—would that be the payment that that child 
would receive? The minimum payment that child could receive 
would be $59, under social security, plus $10 under dependency com- 
pensation, because the serviceman could designate someone else to re- 
ceive the $50 indemnity. 

Mr. Carnes. That is right, but assuming he did not, those chidren 
would receive $84.10. 

Captain Horr. $94. That would be $47 apiece. 

Mr. Carnes. If you divided $92.90 between 2 children, they would 
get $46.45. So, therefore, under you plan, Captain, the 2 children 
would receive $94 per month; under existing law, excluding any social 
security they would get $93.45. 

I was just interested to see the disparity which might exist there. 

Captain Horr. That $96.45 runs for only 10 years. 

Mr. Carnes. That is correct. 

Captain Horr. Whereas the other would run on during the minority. 

Mr. Carnes. That is right. Of course, if the children were more 
than 8 years of age, they would get the $92.90 beyond 18 years. But 
if the children were 10 or 12 or 14, they would—if they became the 
heirs or survivors, they would only get the $50 until they became 18. 

Captain Horr. That is right. 

Mr. Harpy. You mean to tell me we have got to keep on with all 
these computations ? 

Mr. Carnes. Would you recap now what your bill would provide 
for the sole heir being dependent parents ? 

Captain Hoyr. Under the proposed bill—for what rate, sir? 

Mr. Carnes. E-1 would be satisfactory. 

Captain Hoyt. For an E-1, a dependent parent, under social secu- 
rity they have a payment there. 

Mr. Carnes. At age 65. 

Captain Horr. It is the same as the widow. 

Captain Marrrrav. It would be $59 when the parent attained the 
age of 65. 

Mr. Carnes. We won't go into mathematics here. The question I 
would like to have answered, and will insert in the record at this time, 
with your permission, Mr. Chairman, is, I think we should make a 
comparison what dependent parents are receiving under the proposed 
bill, as well as what dependent parents are receiving under the pres- 
ent compensation indemnity law. 

Mr. Harpy. Without objection. 

(The chart referred to is reproduced as appendix C.) 
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Mr. Carnes. Captain, do you feel the bill you are advocating, this 
committee print A, does it include all persons on active and training 
duties, such as those people who drill at armories 1 night per week, 
those people who have 1 weekend duty per month, in order to main- 
tain Reserve status ? 

Are all people in any military training or active duty included in 
your bill, or are there any exceptions? 

Captain Marrineav. If the death of any of the type of people you 
have enumerated comes about as line of duty, and it must come about 
as a result of an injury incurred in line of duty, or periods where the 
orders specify a period of 30 days or less, or inactive duty for training, 
which would include a night in the armory or a weekend in an air- 

plane. 

Mr. Carnes. That was a question which was called to our attention 
last night by the legislative counsel for the House; that your bill 
includes the word “injury.” 

They raise the question with us, what if the National Guard men 
were out 2 weeks and ran into inclement weather, and as a result of 
that a number of them caught pneumonia and 1 died, that would be 
said to be disease and not injury ? 

They say your bill would not include that man. 

Captain Martrngeav. Our bill parallels the present law. 

Mr. Carnes. Do you think it should include disease and injury ? 

Captain Martineau. If the disease is proximately caused. 

Mr. Carnes. I think that is something you want to consider in any 
revisions which you may offer. 

Your bill does not envision any portal-to-portal coverage, does 
it? 

Captain Martineau. No, sir; not beyond anything that is written 
in the present law. 

' It does cover one under orders proceeding to an official point of 
duty. 

Mr. Carnes. And it includes travel in military aircraft, and all 
military vehicles, does it not? 

Captain Horr. That is correct. 

Mr. Carnes. But if a man, in order to maintain his Reserve status, 
say as a flyer, training in the Norfolk Air Station, but perhaps living 
in Richmond, Va., were traveling to Norfolk to maintain his Reserve 
status, and driving back and forth between his home and Norfolk, 
was killed, en route or returning home, your bill would not cover him 
in any way ? 

Captain Marttneav. He is not covered under the present law and is 
not covered in this bill. 

Mr. Tracur. What specifically does “portal to portal” mean? 

Captain Martrneav. In our interpretation of “portal to portal,” it 
would be in the case of an inactive reservist who is maintaining his 
training and where the portal, the point of departure, is his home, and 
the portal, the point of arrival, is the portal of the armory. 

Mr. Teacur. This means only his travel to his duty it does not mean 
traveling back and forth from his home in the evening? 

Captain Martryeav. Portal to portal is not included in the present 
law, or under the proposed bill, and we assume that, “portal to portal” 
means this travel between his home and the armory. 
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Captain Hoyr. It is really from his home to the armory, and then 
from the armory back to his home. 

Captain Martineau. Yes, both ways. 

Mr. Tracur. What does the language on page 47 mean, the top of 
the page? 

Captain Martineau. That is authorized travel I think it is refer- 
ring to there, Mr. Teague, where a person, a reservist, would receive 
a set of official orders authorizing him to proceed from his home to a 
duty station such as Norfolk for the Navy, or for Fort Benning, Ga., 
in the Army, and so forth. 

They are entitled to expenses under that set of orders—travel ex- 
penses. And that is authorized travel. 

If that individual were to lose his life while performing that 
authorized travel, in an auto accident or plane accident, he would be 
covered. 

Mr. Tracur. That also covers ROTC students on active duty? 

Captain Marrineav. If they are proceeding under official orders 
to active duty for training. 

Mr. Teacur. Somewhere in the bill it mentioned a man who has 
reported to the local draft board. 

They may report to the draft board, but not come in to the service 
for 6 months. 

Mr. Carnes. The phrase used was “report to the draft board” for 
induction. 

And would only report on occasion. 

Mr. Treacuer. But isn’t it 6 or 8 months before he actually comes 
into the service ? 

Mr. Bianprorp. I think that is reporting to an examining station. 
It-came about as a result of an accident in Maryland, I believe, where 
a busload of men going to an examining station were hit by a truck 
and several men were injured. 

The question came up whether they were covered or not covered. 
They had been to the local board and were proceeding from there to 
the examining station by bus. But they had not raised their right 
hand and been sworn in and the question was whether they were 
covered. 

At that time they were not covered. 

Mr. Tracur. There may be months from the time he reports to the 
draft board until he goes into service. 

I don’t remember the exact procedure how a flying cadet gets into 
training, but as I remember there can be a number of months at home. 

Captain Martineau. Can we have Mr. York answer that question ? 

Mr. Yorx. All the benefits only follow if the individual dies on 
active duty. 

_ Mr. Tracur. Do you interpret this to mean when he reported for 
instructions ? 

Captain Martineau. If he is actually going down to raise his hand ? 
_ Mr. Tracue. But he has not raised his hand, if he is reporting for 
induction. He is inducted when he raises his hand. 

Captain Martineau. Yes. 

Mr. Bianprorp. Mr. Teague is right. The local board does “ot 
swear aman in. He goes to the induction center; you could go to a 
hundred local boards around the country and yet that man may not 
be in the armed services. 
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Mr. Harpy. Would he be considered to be under orders when he 
reported for induction ? 

Mr. Tracue. I got into this thing on the GI bill. We found out 
all kinds of different varictions when a man was considered in the 
services. 

We tried to find out who would be in on the cutoff date. We found 
many men tied up for a number of months were not considered to 
be in the service. 

I think this is much too broad. 

Remember, you are really opening the cover. 

Captain Martineau. It sounds as though your point is very well 
taken. 

Mr. Harpy. I think that is something you ought to look at very 
carefully. 

I would like to return to a question Mr. Carnes raised a moment 
ago in connection with the situation when a reservist is hurt. 

There was an illustration of a man driving from Richmond in his 
own car down to the naval base in Norfolk for Reserve training. 

I understood—well, let’s compare it with another fellow who might 
be picked up by a naval aircraft at Richmond, to go down for the same 
Reserve training. 

Would they both be treated in the same way under this bill? 

Captain Marrimngav. One would be covered and one would not. 

That is my interpretation of it. 

Mr. Treacur. That is right, as far as the bill is concerned. But 
is it right from what we want to do? 

Mr. Bianprorp. It seems to spring from the Carey Ross case. In 
that decision the officer was ordered to report to Chicago for active 
duty, he was injured in an accident, and not covered, and the Comp- 
troller General later reversed himself, and this language I assume a 
person being paid travel pay and being actually paid but not yet 
actually arrived at his duty station will be covered, as distinguished 
from the person who might say drive from Richmond to Bolling Field, 
to participate in a weekend 4-hour flying period. 

The reason that person cannot be covered is you never know when 
the journey starts and when it stops. 

You get into that deviation, just as a person trying to go from here 
down to main Navy and he left here at 3 o’clock and the drill did not 
start until 8:30 and he went by way of Joe’s Bar someplace and got 
in the way of an automobile and had an accident. 

Could he say he should be covered by this law because he was on his 
way to report to that drill? 

And that is what we always end up with, that illustration, whenever 
we get into this question. 

Mr. Harpy. That is a very graphic illustration. 

Mr. Tracur. But you have the situation where each agency paying 
these benefits will make the determination whether it was due to his 
own misconduct and you will have cases where they will disagree and 
he will get some benefits in some and not in others. 

Mr. Harpy. I have a little trouble understanding this situation 
where 2 people, traveling from the same geographical location to the 
same geographical location for the same purpose, 1 traveling by mili- 
tary aircraft, where he does not have to pay his transportation, and 
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the other one traveling under his own steam, where he does pay his 
transportation cost, whether it is in his own car, by plane, or by public 
carrier or what. ; 

It seems to me that maybe there are some equities that are involved 
in there that maybe ought to have a little more consideration. 

I do not think we ought to consider ourselves wedded to that situa- 
tion, Captain, or to any other situation simply because it is in existing 
law. } / 

If we are going to come up with a proper sort of bill, we are going 
to have to do some objective thinking and maybe not be quite as 
orthodox as some of us have been in the past. 

Mr. Buanprorp. May I make one suggestion, Mr. Chairman. 

If you are going to expand this disease problem in regard to active- 
duty training or inactive-duty training, that you proceed very, very 
carefully, because you are going to have 25,000 heart attacks involving 
somebody doing a 2-hour drill in the Army someplace, and you are 
going to have any number of administrative headaches trying to ascer- 
tain whether a person died from a disease as a result of his perform- 
ance from active-duty training. 

The illustration was a 2-week camp from which people contracted 
pneumonia. In that case there may be people contracting polio, and 
whether that could be attributed to his training would be a question. 

We have always avoided for periods less than 30 days giving persons 
benefits for a disease contracted, for orders of 30 days or less, because 
of the almost impossible administrative problems created in trying to 
ascertain just what disease can be associated with active-duty training, 
and it all boils down to situations like that of the heart condition, and 
trying to ascertain whether that man would have had the heart attack 
if he had not been at that drill. 

If you are attempting to liberalize the law with respect to disease, 
I suggest you spell it out very carefully because, if not, you are going 
to be in trouble. 

Captain Martineau. I think the thing we are trying to do here is 
promote equity, just as near as we can. I realize we are going to rule 
in a lot of things that will result in administrative disease and in fact 
some administrative impossibilities, but I don’t think we ought to 
gloss over any situation involving this general subject with which 
we are concerned, where there are obvious inequities. Maybe we can’t 
correct them, but at least we can try. 

Mr. Barres. There is a section, Mr. Chairman, in the Reserve bill 
which we are currently considering, having to do with the survivors, 
and I suggest that counsel look that over and see that we travel on 
the same path. 

Mr. Harpy. Yes. We ought to look at it and repeal such provisions 
if they are in conflict with this one. 

Mr. Tracvur. I can envision practically everybody covered, on page 
3, line 5: “who has been provisionally accepted for such active duty 
and directed or ordered to report to such place for final acceptance 
or for entry upon active duty with the Armed Forces.” 

_ For example, a boy traveling to the Academy to take an examina- 
tion—I presume he would be covered under that. But I think we 
ought to know who are covered under the different services, and the 
different ways of having a man provisionally accepted. 
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Captain Martineau. I would like to make the question, Mr. Teague, 
that you permit us to examine this item and the others. 

Mr. Tracue. Certainly. Before we get into the bill that should 
be carefully considered and carefully written out. 

Mr. Harpy. When we get into the section-by-section study, we are 
going to comment on a lot of things of that kind. So maybe we ought 
to pass on to some of the general problems at this time. 

Mr. Carnes. Could you give the committee assurance, as far as you 
know, that committee print A includes all military personnel under 
active or training duty? There are no exclusions of military person- 
nel that would be serving on either active or training duty that are 
not covered in this bill; is that correct ? 

Captain Martineau. To the best of my knowledge, there are no 
exceptions, with the exception of these borderline travel cases. 

Mr. Tracur. If the National Reserve bill passes, would those men 
be covered that go in for that 6-month training? 

Mr. Bates. Yes. If they are on active duty. But I would like to 
have you check that particular bill. 

Captain Martinrea. I will check that. 

Mr. Bianprorp. They are not on active training. I would use the 
words “active duty” or “on training for active duty.” 

Captain Hoyt. That is what the bill does. 

Mr. Tracur. I hope you go into the misconduct thing, because 
some services are very liberal in their policy on the question of suicide, 
forexample. They say it is death due to willful misconduct. Whereas 
the Veterans’ Administration provisions are very restrictive. In two 
cases I worked on, the widow would have gotten nothing unless she 
be covered under FECA. It does not seem quite right for one part 
of the Government to say it is due to misconduct, and another part of 
the Government to say it is due to misconduct, and another part of 
the Government to say it is not due to misconduct. 

Mr. Bianprorp. Why did this drafting committee exclude willful 
misconduct from the death gratuity payment, and yet include it 
here? The guy who has committed the willful misconduct is dead. 
He is out of the way. If you are going to say it is all right to pay 
the widow the death gratuity without any finding of misconduct, 
why do you turn around and say everything else hinges on whether 
it was through his own willful misconduct or not? There may be 
good reason, but why did you make that distinction ? 

Captain Hoyt. If I may answer that question, I think the distine- 
tion was made because of the different purposes of the two benefits. 
The death gratuity is paid for the purpose of allowing a cleanup and 
a return home. That widow needs that money regardless of how her 
husband died. On the other hand 

Mr. Bianprorp. The man who dies of willful misconduct is dead. 
Is it suggested that under those circumstances the widow does not 
need this money? 

Captain Horr. She gets the gratuity and she needs it. On the other 
hand, the continuing compensation amounts to something of consid- 
erable value, and you always run into the story of why should you pay 
the widow of a man who dies of his own willful misconduct the same 
as you do the widow of a man who died honorably. 

Mr. Bianprorp. But all insurance policies now have a provision 
which says if you die of suicide—for 1 year, or in some instances 2 
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years, after the policy is in effect—that it makes no difference. The 

readwinner is dead anyway you cut the cake. The Navy came up a 
couple of years ago with a suggestion on death-gratuity benefits, and 
they made a great case then out of eliminating the willful misconduct 
because they said it cost them $3 million to save a million. I am 
wondering whether you are not going to run into the same thing here. 

If you are going to make a finding in every case that there was no 
willful misconduct, it is going to cost more money to make that finding 
in every case of death than to eliminate it. Because about the only 
thing that is termed “willful misconduct” is like playing Russian rou- 
lette and knowingly drinking torpedo juice. In those two cases, you 
have it. 

But everything else they find was not willful misconduct. 

Captain Hoyr. I think what you say has got a considerable basis of 
commonsense back of it, but as I say, in the past, whenever we have 
come up here—as you say, quite frequently—we have tried to get the 
willful misconduct knocked out, on the basis you mentioned. 

Mr. Buanprorp. And the House has always given it; and the Senate 
has knocked it out, because they said it encouraged suicide. 

Captain Hoyt. I think that sums it up pretty well. 

Mr. Harpy. I think we had better move on. 

Mr. Carnes. In your testimony you quoted certain Department of 
Labor statistics, saying, in order to maintain a minimum standard of 
satisfactory livelihood: $162 per month was required for a widow 
alone. One of the members of the committee would like to have—if 
you will provide it, and if it is the type of thing you can provide us 
with, we don’t expect it right off—we would like to have from this 
bill how many widows would receive less than $162 per month, and for 
what period of time; and how many widows would receive above $162 
a month, and for what period of time. Can you provide that? 

Captain Horr. We will try todo so. I would like to make sure of 
« couple of points. You are disregarding any veterans’ insurance in 
the case of a person on active duty ? 

Mr. Carnes. Yes. 

Captain Horr. And the contingency option ? 

Mr. Carnes. Yes. 

Captain Horr. Under the benefits provided by this bill? 

Mr. Carnes. Yes. 

Captain Horr. Fine. We will provide that. 

Mr. Tracue. On page 10, “E,” it says: 

The determination of the section concerned as to dependency under this section 
is final and conclusive upon all officers of the Government. 

I don’t believe that is pertinent, and I, for one, am not going to go 
along with it. 

Mr. Harpy. Who put that one in there? 

Captain Horr. That particular feature, I am informed by members 
of the staff, only applies to determination of the death gratuity retire- 
ment, which is present law. 

Mr. Tracue. I will go along with that. 

Mr. Harpy. That just applies to the death gratuity ? 

Captain Martineau. Yes. That is really for the simplicity of 
administration. 

Mr. Trageur. I will go along with that. 
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Mr. Carnes. Is there a compulsory retirement age in military service 
today? 

Captain Marringeav. Yes. 

Mr. Tracur. What is that age? 

Captain Martineau. It varies. It varies in the services. It varies 
for ranks and varies for the services. 

For the Navy the statutory retirement age for officers is 62 years. 
Up to 10 officers may be retained to age 64, if directed by the President. 

There is no statutory retirement age for enlisted personnel. 

The Army and the Air Force have a statutory retirement age of 64. 
It is essentially the same as the Navy. 

Mr. Carnes. Under the proposal which you advocated yesterday, you 
included social security on a full contributory basis. There was no 
mention made of any offset on the military retirement. Therefore the 
assumption was made, and I believe you answered yesterday, that it 
was also your intention that this be fully additive? 

Captain Martineau. That is right. 

Mr. Carnes. Inasmuch as the Federal Government will make a 
sizable contribution, estimated at $184 million, according to your 
figures this afternoon, are you all convinced unquestionably in your 
position that this social security benefit should be completely additive 
to the present military retirement benefit? 

Captain Marrrnrav. Yes. I feel quite frankly myself that it 
should be. 

Mr. Carnes. In taking that position, do you feel that the present 
military retirement benefit is inadequate ? 

Captain Marrrneav. In some respects it is. It compares very un- 
favorably with other retirement formulas in the Government. 

I have some—it may interesting at this point, Mr. Carnes, to men- 
tion that in the case, for instance, of an O-6 officer, a captain or a 
colonel, with 25 years of service, who is retired at that point—his retire- 
ment pay by law is 24 percent of his basic pay. 

As we all know, that is not all that he gets. 

That basic pay must and is supplemented by other allowances. 

And considering the computation of his retired pay on the basis 
of his total income, it only amounts to about 1.6 percent times the 
number of years service. 

Mr. Harpy. Is that based on his highest pay period ? 

Captain Martrrnrav. That is based upon the pay that he is drawing 
at the time of retirement. 

Mr. Harpy. At the time of retirement? 

Captain Martineav. Yes. 

Mr. Harpy. So that if you were making a comparison with other 
retirement systems, for example, if you compared with the Civil 
Service retirement system, you would compare it with the 5 best 
years rather than the last period ? 

Captain Martineav. That is true, sir. 

But I think, Mr, Chairman, in the case of the military, in most in- 
stances a person who is retiring for longevity would have held that 
rank for something very close to 5 years prior to the time of retire- 
ment, and they would probably have been drawing that rate of pay 
on a longevity basis for something up to 4 years since the longevity 
periods from 18 years of service are only given every 4 years. 

So it does not quite equal 5 years. 
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But it is close to it. 

Mr. Harpy. I do not know whether that would be an average or 
not. 

Captain Martineau. Just a rough approximation, my estimate 
would be in most cases. 

Mr. Harpy. Frankly, I do not know how the military retirement 
system compares with other retirement systems, but I am a little sur- 
prised at comparisons made. 

I had not realized it was that grossly inadequate. 

As a matter of fact, I thought an effort was made at the time of 
the career compensation act at least to put the thing in fairly good 
shape on a comparative basis. 

Captain Marrrneau. The Career Compensation Act did not go 
into the matter of retirements. 

Mr. Harpy. Not except as it related to compensation ? 

Captain Martineau. Not except as it related to compensation— 

yes, sir. 
’ Mr. Carnes. In view of the fact military retirement is a noncon- 
tributory system, and, of course, that part of the claim has been made 
1 part of the compensation, the suggestion was made last fall in the 
staff group that there be an offset if the military is placed under 
social security on full contributory basis. One suggestion has been 
that the offset be 50 percent of the amount of social security paid. 
That is, a man who would receive $100 social security and $300 mili- 
tary retirement would continue to receive the full $100 social security 
when he became eligible for it, but that his military retirement be re- 
duced by $50, or one-half of the social security paid. Would the De- 
partment of Defense oppose such an offset ? 

Captain Martrneav. In my opinion, they would; yes, sir, and I can 
only express at this time my own opinion. 

The problem would have to be considered, of course. 

Mr. Carnes. In the bill that was submitted yesterday, in committee 
print A, it was noted there you continued to provide for the right of 
men leaving the service to take the VA insurance or the 5-year par- 
ticipating term insurance for those not physically disabled. What is 
the justification for continuing that, other than precedent and present 
law? 

Captain Martineau. There is the case of the man who is leaving 
military service, who has a serious physical disability. 

Mr. Carnes. I am talking about the type of insurance which you 
allow the man to take which is not predicated on physical disability 
atall. It is a 5-year term nonparticipating policy, and you are allow- 
ing the disabled man to take insurance as well as the person who is not 
disabled. My question is why we were continuing the part of it to 
allow the nondisabled persons to continue to take the 5-year nonpar- 
ticipating insurance. 

Captain Martineau. While that person was on active service, they 
have been covered by the indemnity feature which would no longer 
apply when they leave active service. In many cases that coverage 
would be presumed to be used by a man in the lower income field whose 
needs for his family, as long as he is covered by an indemnity feature 
would be met. When he leaves the service he is older and it is going 
to cost him more because of his older age to get private insurance. 
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I believe this is a continuation of the principle established by the 
Government to permit that man to obtain a modest amount of insur- 
ance at reduced rate to partly compensate for that $50 indemnity he is 
no longer eligible for. 

Mr. Carnes. That is at the time he takes it out, within the 120-day 
period of discharge? 

Captain Marrineav. Yes. 

Mr. Carnes. In view of the fact that there is an administrative 
subsidy, and the administrative cost is borne by the Federal Govern- 
ment, do you know to what extent the VA insurance is cheaper than 
the commercial term insurance he could get, of like amount? 

Captain Martineau. Unless Captain Hoyt can furnish the answer, 
I would like to furnish that amount for the record later. 

Mr. Carnes. Would you like to present an opinion ? 

Captain Hoyr. I would like to go along with Captain Martineau. 
I don’t know to what extent it is cheaper. It is somewhat cheaper. 

Mr. Carnes. Inasmuch as the Department would like to continue 
that, - that not subsidizing the VA insurance program to some 
degree ? 

Captain Hoyt. That is right. 

Mr. Carnes. Captain Martineau, in this bill, plan A, you allow an 
election where it is an advantage to those on the VA compensation 
rolls to elect on a higher benefit. 

Captain Marrringav. From the presently deceased. 

Mr. Carnes. There are approximately 370,000 cases on the VA 
rolls. Has your task force any indication how many people would 
elect higher benefits under this election provision in plan A, and 
have you been able to estimate the cost of that election which was not 
reflected in the chart Admiral Grenfell showed us this afternoon ? 

Captain Martineau. I would like to furnish that one for the rec- 
ord, sir. I cannot answer that question, myself. 

Mr. Carnes. Does not the degree of election of those 370,000 peo- 
ple on the VA compensation rolls considerably affect the cost of this 
program, the cost of your plan A? 

Captain Horr. May I answer that question ? 

Mr. Harpy. Surely. 

Captain Hort. During our staff conferences, as you know, the Vet- 
erans’ Administration were very helpful and brought forth some 
figures in answer to this atthe question. Their estimate was, I 
believe, that about 7 percent of the people would elect, and the annual 
cust, the first year cost for that closed group would be about $6 million 
per year under this plan A. 

Mr. Carnes. Would it be an increasing cost thereafter? 

Captain Horr. In the group that is already on the rolls, it would 
be a diminishing cost with each year, because some would die, and 
some would lose eligibility. You have got a third group, if you want 
to go into that one, in which there is no information at all as yet, 
and that is the group that are currently alive and receiving either 
disability, sired ay, or disability compensation from the Veterans’ 
Administration. That is a very large group, indeed, that is over 
2 million people. Every one of those persons is a potential customer 
for any revision in the bill. 

I don’t know how many—they will be dying at the rate of around 
20,000 a year, and I don’t know how many of those will die as a result 
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of a service-connected disability. 

Mr. Carnes. But to the extent whatever that ratio is, it would 
increase the cost of implementing plan A, or any other plan? 

Captain Horr. Yes. It is probably the biggest element of cost in 
the whole thing. 

Mr. Carnes. Don’t you think it important, before the committee 
makes any decision on this matter, to have the figures on this? 

Captain Hoyt. I don’t see how they could make an intelligent cost 
estimate without them. 

Mr. Carnes. Has the task force access to those figures? 

Captain Horr. No, sir. It is going to take some research to get 
them. 

Mr. Carnes. Mr. Chairman, I think the point Captain Hoyt has 
made there of the fact there are an estimated 2 million people today 
who are drawing either VA disability compensation or retired-pay 
disability compensation, and as those people die off, their survivors 
may be entitled for benefits under the compensation program being 
advocated here this afternoon, to the extent these compensation pay- 
ments may be greater than they are today, to whatever extent those 
twenty or twenty-four thousand survivors, of which Captain Hoyt 
speaks, are eligible to receive these higher benefits, it would definitely 
reflect in the cost of the programs advocated. 

Does that state it correctly ? 

Captain Hoyt. Yes. This program or any other program. 

Mr. Carnes. I think it is important that perhaps maybe the staff 
group, Admiral Grenfell’s task force, working with the VA or anyone 
else, try and ascertain with some degree of accuracy, even if it is noth- 
ing more than an informed guess, what that figure may be, Mr. 
Chairman. 

Mr. Harpy. I think that would be important. The question of cost 
is bothering me some, and I am a little bit disturbed about the chart 
we had presented this afternoon on costs, Admiral. 

Frankly, I have a little difficulty in seeing how in the world we are 
going to reduce the costs to the extent those charts indicated. Some- 
time or other we are going to need to get into those a little more care- 
fully. But, frankly, it is just difficult to take in. What else have you 
got there? 

Mr. Carnes. This is the last point I wanted to make. 

As these charts are circulated in the Department of Defense, if 
they are reviewed by people such as Mr. Burgess and Mr. Wilson, 
I am sure that this chart here can make a very impressive case to the 
person who is not truly informed. I think this OAST figure of $200 
million here is one that can be contested; so I think, in fairness to the 
committee, you should make that reservation, to anyone who has access 
to the charts, that the committee has not subscribed to these figures 
as being accurate. 

That is all, Mr. Chairman. 

Mr. Tracur. Captain Martineau, I am sure you read the resolution 
set up by this committee, and of course, it deals only with your sur- 
vivor benefits. In this bill we do go a little into retired personnel and 
social security, and people over 65; by making social security appli- 
cable we get into that problem. 

_ Unless we change the resolution, any bill we report will be sub- 
ject to a point of order, and it is almost impossible to separate the 
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social security as it would apply to survivors and not to our retired 
people over 65. YY 

Captain Martineau. That is right. And, of course, the principle 
is established today under existing law. 

Mr. Harpy. You had beetter give a little thought to how we can 
separate this. I don’t know whether we can get the resolution 
amended, and unless we can, you can be pretty sure someone will rise 
and make a point of order. 

Mr. Tracur. This committee was set up to deal with survivor 
benefits only. So we have got to do one or the other. I can’t en- 
vision this committee coming out with a bill that we can’t go to the 
Armed Services Committee, and the Veterans’ Affairs Committee, and 
the Ways and Means Committee, that they don’t agree to. It would be 
most difficult to pass a bill through the House if they did not agree. 

Mr. BLanprorp. Does this bill provide for a lump-sum payment to 
a widow of a retired man who has not started to draw his benefits 
because he died before attaining the age of 65? 

Captain Maringau. You mean the lump-sum social-security benefit ? 

Mr. BLanprorp. Yes. 

Captain Martineau. Yes. It would provide for payment of the 
lump-sum social-security benefit. 

Mr. Harpy. Mr. Bates has a question and then we will have to 
adjourn. 

Mr. Bares. It was a point I brought up yesterday concerning the 
payment of VA benefits. We are changing the present method from 
a flat sum to a sum which is based upon the present pay. Would 
you like to take off from here and give us the reasons why you have 
advocated the change ¢ 

Captain Marringav. Yes, sir. I should like to try to elaborate on 
that, Mr. Bates. One of the guiding principles in this particular 
bill and guiding principle that has been recognized throughout all 
the deliberations has been that any system of survivors benefits for 
the military should be geared at least to a considerable greater degree 
than it is now to the amount of income that a man was receiving at 
the time of death. 

And to do so is to be consistent with the American principle that 
applies throughout private industry and business, and throughout all 
other branches of the Government. To the best of my knowledge, 
a flat benefit without regard to income only applies to the military. 
And now that is acting in an inequitable manner. As we have seen, 
it is in the case of the lower ratings providing a family in many cases 
with considerably more income than the man was himself receiving 
at the time of death, and that goes up considerably beyond the new 
recruit, the man who has just come in the military and has not had 
a chance yet to maintain a rate and demonstrate his earning power 
within the military. 

Mr. Carnes. Could not that act be corrected by scaling down the 
gratuitous benefits at a lower level? Perhaps they have just gotten 
out of hand by piling one program on top of the other ¢ 

Captain Martineau. Perhaps it could. But, on the other hand, 
you have the very inadequate amount of payment at the other end 
of the line. And we are faced there with a situation where the bread- 
winner and the support of the family passes on, and his family has 
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been accustomed to a form of life commensurate with his income, and 
as is quite the case with American families at every level, and sud- 
denly without regard to that income at all, they are placed on a 
different level. 

Mr. Bates. May I interrupt right at that point, Captain? I think 
there is no question, or at least it has not been brought to my mind 
there is any question as to those who enter the service as a profession. 
But address. yourself to the civilian who comes into the service at a 
time of emergency, and who is also accustomed to this high standard 
of living. But nevertheless enlists in the service at a low rating and 
therefore his military pay is low, and therefore the benefits accruing 
to the survivors is low. 

Captain Martineau. We certainly recognize that point, Mr. Bates; 
we have given that a considerable amount of thought, and perhaps 
this is not the right approach for that type of individual. Maybe 
the proposed bill should not be made applicable to that type of indi- 
vidual. Maybe we should continue the present system for the man 
who is serving under obligated service. 

Mr. Bares. The trouble I ran into, I know, when I was working 
on this more or less last December, was the fact that approximately 
only 3 percent of the people who went into the service ever stayed 
on for retirement. I had 10 years. I thought I would stay on for 
retirement. Others who come in don’t think they will stay in, but 
then they continue. 

You will have some strange combinations when you have to separate 
those who ultimately retire. 

Captain Martineau. We have a measuring rod, if I may say so, 
Mr. Bates, and that was set up under the Career Incentive Act. We 
distinguished between the man we assumed was not a career man and 
the man we assumed was. And the distinguishing line there was the 
officer or man serving under a period of obligated service, under 
present. conditions. 

Either he was drafted or was an inductee or he has volunteered 
in the service so as not to be drafted into another, or in any event 
he may be a career man who joined the Army, Navy, or Air Force, 
fully expecting to make it a career at that time. Nevertheless, under 
the Career Incentive Act, he serves under obligated service for the 
-_ 2 years, if he is an enlisted man, and for the first 3 years as an 
oticer, 

I think that is as good a measuring stick as we have today, whether 
a man is going to be a career man. Certainly the man who has no 
desire to make it a career will leave immediately upon the completion 
of obligated service, as so many thousands are doing today. 

Whereas the man who is going to make it a career or the man who 
is going to give it a further chance, might make it a career, and is 
interested, then having completed his obligated service, agrees to 
stay on. Then he is a pure volunteer. 

Mr. Bares. You are talking about that period after which he 
initially came into the service. Are you talking about establishing 
a different system for those who continue after that enlisted period ? 

Captain Martineau. I suggested in a bill of the type we have here, 
bringing everybody in under social security, requiring a contribu- 
tion from everyone, and it shovld be considered, certainly, not to make 
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that applicable to a person who is serving under a period of obligated 
service—and continue the present system. Do not have social security 
for that individual. Pay him or his dependents a flat benefit, as 
you are doing right now. 

Mr. Carnes. Captain, would you not have circumstances where 
the draftee who is coming in service, if you paid him under the present 
system and he were killed, his survivors would receive more in aggre- 
gate benefits than the man who volunteered and was killed. This man 
is not serving under obligated service. He volunteered, even at the 
age of 18. 

Captain Martineau. For the purpose of the Career Incentive Act, 
everybody is assumed to be serving under obligated service for the first 
2 years. In the Army, Navy, and Air Force, we have a 3-year period 
of enlistment. 

A man volunteers for a period of enlistment. Under the Career In- 
centive Act, he is assumed to be serving under obligated service for 
the first 2 years of that period. But accordingly, his pay was not 
raised for that. Upon the completion of the first 2 years or 3 years 
in the case of an officer, then it is assumed he is a potential career 
man and the pay increases. So there is no distinction made between 
the man who is inducted and the man who volunteered. It is simply 
a question of whether he is in his first 2 years of service or not, or 3 
years in the case of an officer. ; 

Mr. Carnes. The point Mr. Bates has made is a point that has 
been made repeatedly by the veterans’ organizations in correspondence 
with the committee. They have practically universally opposed any 
new system of survivors’ benefits which is geared to the attained pay of 
a serviceman or officer, so long as there was any element of compulsion 
for men to enter the armed services. 

I think some of the veterans’ organizations even made the con- 
tention, if there is no element of compulsion, if we have a complete 
peacetime military force, perhaps there will be some merit, but they 
were universal and unanimous in saying if there was any element of 
compulsion for the people to enter the Armed Forces they were op- 
posed to having any survivor system geared to the attained pay of an 
officer or serviceman. 

That is their position in this case. 

Captain Martrveav. Could I ask a question for my own clarifi- 
cation ? 

Mr. Harpy. Yes. 

Captain Marrineav. Do they intend there to include as well the 
people who are not under compulsory service; namely, the people who 
are in their 5th, 6th or 10th year? Do they mean to include them in 
that same group / 

Mr. Carnes. The inference was they did mean to include them. 
They made the analogy in their correspondence that they were op- 
posed to gearing it to the rate or rank, so long as there was any com- 
pulsion for people to enter the Armed Forces. 

Mr. Buanprorp. Did the veterans’ organization that recommended 
that also recommend that all people drafted be paid the same salary 
on the inside that they were receiving before they were drafted ? 

Mr. Carnes. No, they did not. 

Mr. Buanprorp. Would that be a comparable situation ? 
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Mr. Carnes. Along that line it might be. 

Mr. Kean. What are you suggesting—are you suggesting there 
would be no reflection in the pay scale under what you might say was 
draft status? That is, the 2-year man for enlisted man, and the 
3-year man for officers? But after that they should give consideration 
to increase pay ? 

Captain Martineau. Make the provision of this or some similar bill 
applicable to the men who completed this obligated service and con- 
tinue the present system of payments for those under the obligated 
service and let social security expire, as it will on June 30 of this 

ear, and if they come into the service with those security credits, 
faving earned them in civil life, it would be very simple to put a 
freeze on this during the period of military service so they would not 
be penalized and have that credit diminished during the period of their 
obligated service ? 

But they would require no special security credit while they were 
serving the period of obligated military service. 

Mr. Carnes. I think the cost of that freeze should be calculated. 
It might be more sizable than you realize. 

Captain Martineau. We will attempt to do that. 

Mr. Bares. We have men enlisting in the service in their twenties 
and thirties and even in their forties, in times of all-out war, and then 
get killed in active duty. 

Admiral GrenFre... Isn’t it true the vast majority of those gentle- 
men would come in at a sort of equivalent position in the military 
service, maybe not moneywise, but they will take them in as high as 
general, sometimes. 

Mr. Bares. Some yesandsome no. I had a certified public account- 
ant serving as my storekeeper. 

Admiral Grenreti. Did he want to become an officer? 

Today practically anybody with a college education can become an 
officer very easily, and certainly in time of war that is true. 

Mr. Harpy. I had a lot of college graduates working on me to try 
to get their business straightened out. 

Admiral Grenretn. There is a pretty good opportunity for them. 
We took in Mr. Moran in the last war as an admiral because he ran a 
fleet of tugboats up in New York, and he did a pretty good job. There 
were many others in the same category and a lot of people did not 
desire to become officers, which is their choice. 

Mr. Bares. I am just raising this point because I suspect it will be 
raised again, and I think all of us should give some thought to it. 

Admiral Grenre.u. I agree. 

Mr. Bares. I don’t know whether they separate those who come in 
under compulsion from those who voluntarily enlist. Certainly, I 
do not think we should give more consideration but less to those who, 
in time of emergency, wait until they are drafted, in preference to 
those who voluntarily enlist in the service. 

But this little item will be coming up from time to time and I think 
we ought to look into it very, very carefully before reporting out 
the bill. 

Mr. BLanprorp. I think one of the original survivor benefit bills, if 
I am not mistaken, did not take effect until a man had completed a 
certain amount of service: is that right ¢ 

Captain Horr. That is right. 
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Mr. Buianprorp. You can overcome your obligation problem by 
saying upon the completion of 2 years of service or 3 years of service 
and then this bill would take effect for all persons after that point. 

Because there is no sense kidding ourselves. We have got tt 
serving 4 years in the Air Force who are draft dodgers. ey prefer 
to serve 4 years in the Air Force to 2 years inthe Army. So you can’t 
distinguish between the man who is drafted for 2 years and the man 
who enlisted for 4 years. 

Mr. Bares. This is getting us complicated enough. I don’t want to 
endeavor to establish another system in addition to what we propose 
here. 

Mr. Harpy. Mr. Teague has a question. 

Mr. Tracur. What effect does this bill have on our present retired 
officer who is 65 years old? 

Captain Hoyr. It would have no effect. 

Mr. Harpy. Would it provide additional social security retirement ? 

Mr. Teacur. It would for their survivors, but not for them per- 
sonally. It does not blanket them under social security if they do not 
have social security now. 

Captain Hoyt. No, sir. 

Mr. Teacues. Are you sure? 

Captain Hoyt. If they can use the $160-—— 

Mr. Teacue. I am talking about those who can’t. 

Captain Hoyt. No, it does not. 

Mr. Teaaue. If they are retired officers today ? 

Captain Hoyr. The ones who have got it, the retired officers 
today 

Mr. Harpy. Officer or enlisted man or whatnot? 

Captain Hoyr. Any retired man who is retired under the present 
formula and has no social security coverage is not blanketed in here. 

Mr. Treacuz. It does cover his survivors. 

Captain Horr. No, sir. 

Captain Marrineav. The captain is saying that the officer or man 
65 years today on the inactive status list, having been placed there for 
longevity, his retired pay is based on longevity, and under the present 
law he could not carry to the retired list the social security credits. 
He has lost it all. 

Mr. Harpy. And this bill would not give it back to him? 

Captain Martineau. Yes. 

Mr. Harpy. So you can create another inequity between him and 
the man who retires the day after the bill was enacted ? 

Captain Martineau. The man who was retired the day after the 
bill was enacted would carry it forward. 

Mr. Harpy. So we clear up some inequities and create some more. 

We will adjourn now and reconvene tomorrow at 2 o’clock. At that 
time we will take up plan B, with the General Accounting Office rep- 
resentatives presenting that plan. 

(Whereupon, at 3:55 p. m., Wednesday, April 20, 1955, the sub- 
committee adjourned.) 
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Hovsr or Representatives, 
SeLecr CoMMITTEE ON Survivor Benerits, 
Washington, D. C. 

The committee met at 2 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 

Mr. Harpy. Let the committee come to order. 

In continuing the hearing, we want to take up a second plan which 
is a proposal for meeting this problem of survivor benefits. We will 
refer to commitee print B, or plan B, which we will incorporate in 
the record by reference, at this time. We have copies of plan B avail- 
able now. I presume that members of the press have gotten them. 
If they haven’t, they can be had. 

The General Accounting Office representatives will present this 
plan. I understand there 1 may be some reservations on the part of 
the General Accounting Office with reference to some provisions of 


this proposal. Nevertheless, the committee appreciates the fact that 
you gentlemen will present this plan at least in the general role of pro- 
ponents, at this time, with the full understanding that there may be 
some reservations concerning certain provisions of it, just as the com- 
mittee understood the Defense Department representatives had reser- 
vations regarding certain aspects of plans A and B that we went over 
in previous hearings. 


STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY; 
ACCOMPANIED BY LLOYD A. NELSON, ASSISTANT DIRECTOR, 


ACCOUNTING SYSTEMS DIVISION, GENERAL ACCOUNTING OFFICE 


Mr. Ecxerr. I appreciate the statement of the chairman that this 
does not necessarily represent the program proposed by the General 
Accounting Office, but is one of two staff proposals which were pre- 
sented and which the General Accounting Office agreed to present to 
the committee in public hearings. 

Mr. Harpy. We are going to discuss three plans which have grown 
out of this joint staff study. While each of these three plans» has a 
nominal proponent presenting it, I believe that none of the group 
presenting these plans wants to claim complete responsibility for pre- 
paring them. 

Go right ahead. 

Mr. Eckert. Mr. Chairman and members of the committee, we are 
pleased to appear again before the committee to express the views of 
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the General Accounting Office on the problems involved in providing 
a program of benefits to survivors of the military and veteran groups. 

Under date of October 27, 1954, the Acting Comptroller General 
transmitted to the committee a report of the General Accounting Office 
setting forth the overall objectives which the General Accounting 
Office felt should be attained in any such program. In testifying be- 
fore this committee on November 18, 1954, I restated these fundamen- 
tal objectives to this committee. I shall attempt to set forth in general 
terms our views on the objectives which should be sought in any 
legislation on this subject, and to detail to some extent, the specific 
areas which it is believed should be considered by the committee. 

Since the various benefit programs have grown up through piece- 
meal legislation, we believe that the first objective of the committee 
should be to establish at this time, and for the future, the extent of 
the Government’s obligation to its service and veteran personnel. We 
have no doubt that appropriate benefits should be authorized for the 
survivors of those who die in the active service, as well as for those 
who die after discharge from injury or disease incurred as a result 
of active service. 

However, as the committee is aware, existing legislation provides 
pensions for the survivors of veterans of World War I and prior wars 
who die after discharge from active military service, but whose cause 
of death had no relation to their military service. We believe that 
the committee should carefully consider whether the Government has 
an obligation to the survivors of these veterans. 

This seems particularly appropriate in view of the advent of the 
social-security system and like industrial plans in recent years. Also, 
it would seem to be of particular concern to the Congress at. this time 
since legislation has been introduced in the current session of the Con- 
gress as in past sessions which would extend these types of benefits to 
veterans of World War IT and their survivors. 

In any program designed to provide survivor benefits for members 
of the armed services and for veterans whose death is attributable to 
service, we would recommend the incorporation of the following 
features: 

1. Provision for substantial uniformity of treatment to widow, 
children, and dependent parent survivors of servicemen and of vet- 
erans whose death is attributable to service, with limited adjustment 
in the rates paid to widows based on the serviceman’s pay grade. 

2. Provision to adopt the social-security system for all military 
personnel—a system which is now nearing universal application to 
the whole population, based on the 1954 amendments—with the addi- 
tion of certain compensation features to reflect the obligation of the 
general public to the survivors of those who lost their lives in service 
or because of service. 

5. Provision that monthly benefits in all cases should be limited to 
surviving widows, children under 18 or under 21 while in full-time 
attendance in school, and to dependent widowers and dependent par- 
ents where a trne dependency relationship is proven to exist. 

4. Provision that no compensation or indemnity payments shall be 
made to persons, other than a widow or children, who are not depend- 
ent upon the deceased. 

5. Provision for no reduction in payments to widows or children 
when payments are made to truly dependent parents. 
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6. Provision for the reduction of military retirement pay (tax-sup- 
ported retirement pay) at age 65 by amount of social-security retire- 
ment benefit or at least 50 percent thereof representing the employer’s 
contribution to social security. 

The staff of the committee has done considerable work in analyzing 
the various features which might become a part of any survivor- 
benefit program and have prepared for consideration two proposals, 
Committee Prints A and B. 

As a means of presenting the two plans to the committee in public 
hearings, the Department of Defense undertook to present plan A 
and we agreed to present plan B. 

Mr. Carnes. Mr. Chairman, I think it would be wise, before Mr. 
Eckert proceeds with his explanation of plan B, that we insert in the 
record at this joint Committee Print B. 

Mr. Harpy. Without objection, so ordered. 

Mr. Eckert. Since both plans are generally similar and since the 
Department of Defense effectively presented the effect of current leg- 
islation and plan A, we will generally direct our attention to com- 
paring and highlighting the differences between the two plans. 

1. Both plans provide for automatic and immediate social-security 
coverage upon entry to military service—an a contributory basis by 
the serviceman as an employee and the Department of Defense as 
the employer. Both provide survivor protection while in the service 
and continuity of coverage for both survivor and retirement. benefits 
after discharge from the service. Administration is made easier by 
assignment of a specified wage credit for each rank. Adoption of 
this Federal program for military personnel would be consistent with 
current Federal requirements imposed on nearly all employers of the 
Nation, including in many instances the Federal Government as a 
civilian employer. Further, the serviceman would contribute 50 per- 
cent of the cost by means of a 2-percent contribution based upon his 
assigned wage credit. 

2. Both plans provide for a dependency compensation payment to 
surviving widows, children, and dependent parents, the rates being 
related to rank in the officer and upper enlisted grades, but not in 
the lower enlisted grades, and both plans provide for minimum 
monthly payments to widows. 

3. Both plans permit an election to the higher rates under the new 
program for those now on the VA rolls. 

4. Both plans provide for an offset to the monthly compensation 
payment for any United States Government or national service life 
insurance that was or is being paid. 

5. Both plans provide for repeal of the present $10,000 indemnity 
program, elimination of the FECA death and disability program 
as it relates to the military Reserve personnel, and elimination of the 
“160 free wage credit for social security. 

6. Both plans provide the same compensation rates for peacetime 
and wartime service. 

The primary differences in the two committee prints may be sum- 
marized as follows: 

1. An indemnity program is not included under plan B. However, 
plan A provides an indemnity program for deaths occurring on active 
(uty or within 120 days thereafter as well as a dependency compen- 
sation program. ‘Thus, plan A would discriminate in the case of 

65018—55——_6 
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death on active duty and service-connected veteran deaths. We can 
see no justification for this discrimination. The indemnity would pay 
$50 per month to a limited prone of eligible survivors, in the order 
named in Committee Print A, unless the serviceman designated bene- 
ficiaries in a different order. These eligible beneficiaries include non- 
dependent parents, brothers, or sisters, as well as widows and children. 

It appears doubtful that the taxpayer should be called upon to 
finance payments to persons who were not dependent upon the serv- 
icem#a. It appears more appropriate to provide adequate payments 
io widows and children, and to truly dependent parents, and to 
abandon a program of making payments to persons who have no 
dependency relationship to the serviceman. 

This becomes an important point when it is realized that approxi- 
innately 70 percent of the $92.90 indemnity payments under Public 
Law 23 go to parents, many of whom undoubtedly were not depend- 
ent on the serviceman, rather than to widows and children. 

2. Plan A has a dependency-compensation program with a lower 
floor of benefits than plan B as it relates to widows and children. 
‘This lower floor is stated at $75 per month and is set lower because 
of the additional element of the previously mentioned indemnity 
of $50 per month. However, if the serviceman designated his parents 
to receive the indemnity of $50, then the widow would receive a 
ininimum of $100 per month in dependency compensation, whereas 
plan B would pay $125 per month. 

The net effect is that the widow finances $25 per month to her 
husband’s parents. If there were surviving children, but no eligible 
widow, and the parent is designated for the $50 indemnity, then 
the child would receive only $10 to $25 per month dependency com- 
pensation, plus social security; while under plan B the child would 
be assured of $60 plus social security, regardless of payments being 
made to dependent parents. 

The net effect of plan A under these circumstances would be to 
have the child finance the payments of $50 per month to the parents. 
It does not seem proper to legislate this inequity as it~ relates to 
widows and children. 

As indicated above, we feel that the $50 indemnity should not be 
included in legislation, but should be added to the dependency- 
compensation rates for widows and children as is done under plan B. 
This will obviate the necessity of administering two distinct and 
separate programs. 

it can be said that the indemnity compensation as proposed in 
pian A creates a most complex situation, and therefore moves away 
from the announced goal of simplicity. A supplemental program, 
wholly unrelated to widows and children, should be provided to pro- 
tect truly dependent parents. 

The dependency-compensation rates for widows under both plans 
A and B are related to rank, but plan B ranges from $125 to $215 
per month for a widow, while plan A ranges from $75 to $100 
to a top of $815, plus $50 indemnity if the widow is the indemnity 
beneficiary. 

8. Plan A does not provide uniform benefits to dependent parents, 
and appears extremely liberal in many instances. 

First, as indicated in item 1 above, the parents would be eligible 
to receive an indemnity of $50 per month for 10 years for a total 
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of $6,000 regardless of dependency status, if there was no widow 
or child involved, or if a widow or child is involved and the service- 
nan designated the parents to receive the indemnity. 

Further, if there is no widow or child surviving, then the parents 
may receive one-half of the dependency compensation each, thus 
receiving a minimum of $25 each to maximum of $157.50 each, de- 
pending on the rank of the serviceman. This amount would be sup- 
plemented by the $50 indemnity which could be continued eer 
the 10-year period if the parents are dependent. 

The primary limitation placed on this program for parents is that 
the combined VA and social-security payment may not exceed $175 to 
1 parent or $300 to 2 parents. 

Plan B would provide a program of supplementary payments to 
dependent parents, without regard to the rank of the serviceman, and 
without reducing the payments made to widows and children. Plan 
B proposes a payment of $75 a month to 1 parent and $110 per month 
to 2 parents, with a ceiling on combined amounts from VA, social 
security, and other sources of $125 to 1 parent and $175 for 2 parents. 

Since the present program of payments to parents is currently more 
costly than the program for widows and children, due primarily to tie 
ease with which dependency can be established, it is urged that the 


requirements for a showing of dependency on the part of parents be 
made more realistic. 

Only true dependent parents should be permitted on the VA com- 
pensation rolls thereby limiting payments to those cases where the 
Federal Government has an obligation because there existed a depend- 
ency relationship between the deceased serviceman and his parents. 


4, Plan A permits retired military personnel to receive social secur- 
ity retirement in full on top of the present military retired pay. This 
appears to result in extremely liberal if not excessive retired pay at 
age 65 and beyond. Plan B provides for a reduction in military re- 
tired pay at age 65 equal to 50 neh of any retirement annuity under 
the social-security program. The latter proposal appears more realis- 
tie. 

5. Plan B provides in effect an overall ceiling on the compensation 
benefits by requiring an adjustment of the compensation payable by 
VA by the amount of any increase in social-security payments result- 
ing from amendment to the Social Security Act. The purpose of 
this provision is to hold the line with respect to the compensation 
payments authorized by plan B and to keep such combined payments 
from being increased unless specifically wathiriaed by the Congress. 

There is submitted with this statement schedules of the combined 
VA and social-security rates proposed in committee print B, compared 
with existing rates. 

We are very pleased to have been able to present this material for 
the committee and you may be sure that the facilities of the General 
Accounting Office continue to be available to the committee. 

(The schedules submitted appear as appendix F.) 

Mr. Harpy. Thank you. 

Mr. Eckert. If I might, Mr. Chairman, I have before me copies of 
tables comparing the survivor benefits for widow only, for 1 child 
only, 2 children only, and dependent parents, comparing plans A and 
B, that I would like to submit. 
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Mr. Harpy. Thank you. We will probably want to discuss some of 
those in a minute, but one question came to my mind toward the end 
of your statement: Under item 4, at page 7, you discuss this ques- 
tion of retirement and the effect of social security on retirement, which 
in all probability is considerably beyond the authorized purview of 
this committee, but in any event I want to understand what you pro- 
pose. You are proposing a reduction in military retired pay at age 
65 equal to 50 percent of retirement annuity under the social-security 
prog@m. 

Now, would that relate to the retirement entitlement accruing to the 
individual under social security because of his military service, or 
would it include social security regardless of the manner in which 
credit was received ¢ 

Mr. Eckert. Mr. Chairman, as this proposal is written, it would 
relate to the total social-security payment. T don’t know that proposal 
B is wedded to that thought except to the extent that the adjustment 
should be made at that time. 

Mr. Harpy. In other words, your own mind was not made up on that 
particular point? 

Mr. Ecxert. No, not the mechanics. 

Mr. Harpy. It is not a question of mechanics, but what the intent is. 
Whether an individual who acquired social-security coverage through 
employment completely outside the military service, whether your 
plan would propose—— 

Mr. Eckert. Let me say, Mr. Chairman, our proposal was to deduct 
that portion which could be applied to the Government’s contribution 
or the employer’s contribution. In the case of a retired military man 
who stayed in the service until retirement age—and those are the 


people we are speaking of—there would be some years when they 
would go out and enter gainful employment and thus would increase 
their social-security credit. 

Mr. Harpy. You have many cases where individuals no higher than 
50 and still well under 50 go on military retirement. In most cases, 
they are going to find themselves in employment, covered by social 
security. At age 65 they would have built up a considerable equity 

e 


in social-security retirement, completely outsi 
coverage by virtue of military service. 

My question is simply this: Whether or not the bill as drawn and 
as contemplated would relate to that retirement? 

Mr. Eckert. Mr. Chairman, I am not sure about the bill as drawn 
because we haven’t had time to analyze proposal B and the committee 
print, in legislative form. However, the proposal-was intended to 
cover the total amount of social security and it was on the theory that 
the Government’s voluntary payment or noncontributory payment 
could be reduced to provide in effect the ceiling of the present retire- 
ment which is 75 percent of base pay, plus 50 percent of social-security 
earnings, 

Mr. Bares. That would have no effect upon survivors’ benefits in 
social security. 

Mr. Eexerr. Other than indirectly through an allocation under the 
Dependency Option Act in the military, I suppose. 

Mr. Bares. As far as social security is concerned, they get their full 
entitlement under social security ? 

Mr. Ecxerr. That is right. 


of any social-security 
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Mr. Harpy. Do I understand, then, that if there was dependency 
option elected in behalf of the beneficiary, that there would also be a 
reduction in the social security accruing to the survivors ¢ 

Mr. Ecxerr. Well, I think, Mr. Chairman, what would be done 
there, the reduction would be based on what the retirement plan would 
have been or was during his retirement. In other words, that adjust- 
ment would have already been made and I could only assume that the 
formula for the application of the contingency option act would apply 
on the lesser amount. ¢ 

Mr. Harpy. I think we will have to leave that because that is getting 
into further ramification. 

Mr. Bates. Mr. Chairman, do we have any percentage of those who 
have selected the contingency-option benefits! 

Mr. Harpy. I don’t know. Does anybody have that figure? 

Captain Horr. The people on the retired list, retired at the time of 
the act, about 8 percent of the people have taken it. The enlisted man 
with 18 years of service, the percentages run around 20. Of the career 
officers it runs very close to 60 percent. 

Mr. Harpy. What was your overall figure, Captain ? 

Captain Horr. The people currently retired. There are 250,000 
people in the program of which 11,000 were retired personnel. 

Mr. Bares. Your overall service acceptance has been what, 30 
percent ? 

Captain Hoyvr. I would say it was better than that for the officers 
and a little less than that for the men. 

Mr. Bares. What would the average be? 

Captain Hoyt. 25 or 30 percent. 

Mr. Bares. That indicates the majority of the service people do 
not feel they can compromise the retirement benefits under such an 
act. They don’t feel they get enough to support themselves and their 
wives. 

Captain Hoyt. In the case of the officers, it may be sufficient, but 
most, of the enlisted men—-about 20 percent of the officers have no 
dependents under the act. They are about 82 percent married. 

Mr. Harpy. I interrupted you there when you were about to refer 
to the tables, 

Mr. Carnes. I think Mr. Eckert pretty well made his point and I 
think inasmuch as they are separate documents, these tables should 
be incorporated in the record at this point. 

Mr. Harpy. Without objection they will be printed in the record. 

( The tables referred to appear as appendix G.) 

Mr. Carnes. Mr. Eckert, do you have anything further? 

Mr. Ecxerr. I don’t believe I want to review this except to answer 
questions by the committee. 

Mr. Harpy. I think this is the first time the committee has seen 
these tables. I think it would be well if you would point out the 
highlights in these comparisons. 

Mr. Eckert. We would be glad to do that, Mr. Chairman. We felt 
in some manner the committee should be aware, and we have presented 
these for your study, showing just how they would relate. 

Mr. Harpy. I think the comparison will help us very much but for 
the purposes of the discussion, I wish one of you gentlemen would 
specifically point out where there is a variation in monetary value 
of the two oan. 
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Mr. Ecxerr. I would like to ask Mr. Nelson if he will do. that, 
Mr. Chairman. 

Mr. Carnes. Mr. Nelson, could you in a concise manner recap for 
the committee the three essential differences between plan A and 

lan B, dealing with the three parts at variance in plan A and plan B? 
Vould you recap those and give us the variations ¢ 

Mr. Netson. [ will be glad to do that. 

I start with Grade O-1, where there is some variation in the rates 
between plan A and plan B. 

On the first table in the supplemental statement we show the rates 
for widow only, showing the high and low rates under plan A, in 
relation to plan B that Mr. Eckert just spoke on. 

Mr. Carnes. What causes the differentiation in the low and the 
high rates in plan A? Is that tenure of service ? 

Mr. Nexson. Under plan A, there is a variation between low and 
high, based on length of service; that is right. In rates under plan B 
there is no distinction as to length of service. 

‘Mr. Bares. Couldn’t you strike an average, there, instead of mak- 
ing this more complicated ? 

Mr. Nexson. This plan B was presented on behalf of the committee 
staff, Mr. Bates, and there was one approach under plan A of relating 
the compensation to the pay of the man, recognizing length of service. 

Under plan B, they related it to the pay of the man, on an assigned- 
wage credit basis, without recognizing length of service, so there 
is a difference in principle that would be for consideration by the 
committee, as a policy matter. 

Mr. Harpy. Plan B is based strictly on attained rank without any 
consideration to length of service? 

Mr. Netson. That is right. 

Mr. Harpy. There is no high and low in plan B; it is one flat 
figure for a given set of circumstances? 

Mr. Netson. That is right. So there is an essential difference 
between two plans that would be for policy consideration by the com- 
mittee. The rates for plan A are shown on this chart. In the lower 
ranks there is no difference in the two plans. The difference is more 
sharply recognized as you go up in grade. 

Mr. Carnes. In order to spell this out, so people who read the 
record will understand it in later days, there is no difference in the 
two plans through rate E-6; is that right? 

Mr. Netson. The first major difference takes place in E-5, on the 
high side, and in W-1, on the low side. 

Mr. Carnes. The first difference takes place with E-5. E-1 
through E-4 are identical in both plans? 

Mr. Netson. That is right. 

The highest rate shown on here would be for the full general or 
admiral, with 30 years of service, a $150-a-month difference. In 
that instance the plan B would provide $215 per month to the widow, 
and plan A would provide $365 per month. If the widow is the 
sole beneficiary, or the man had not designated his parents for the 
indemnity, then under plan A, there would be this $50 included in 
these figures. 

Mr. Carnes. That is, under plan A, a general’s widow with 30 years 
of service would get $395 if there were no other beneficiaries. 
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Mr. Nexson. She would get $365 but if the beneficiary for the in- 
demnity was designated as somebody else it would be $315. 

Mr. Carnes. I referred to the lower ranks. 

Mr. Nretson. That is the top she can get, as expressed in the second 
column. 

We don’t have a chart for widows and children because we didn’t 
have time to prepare it this morning but essentially these rates plus 
social security would be the rates for widows and children, where both 
plans are involved. 

Mr. Carnes. Could you say to what degree lower the rates are that 
you are suggesting, than those suggested in plan A ¢ 

Mr. Netson. It is hard to make such a generalization. I think that 
the principal generalization we might make would be that essentially 
the two plans are alike for the enlisted personnel and they are some- 
what at variance for the officer personnel. 

I think that would be a generalization we might make. 

Mr. Harpy. If you considered the officer situation based on rank 
and eliminate the question of length of service, there would not be 
much difference between plans A and B, through O-3? 

Mr. Netson. That is right. 

Mr. Harpy. When you bring in length of service, that steps up the 
benefits available under plan A ? 

Mr. Netson. That is right. 

With respect to the second table, one child only, it reflects the com- 
parison of plans A and B. 

We have attempted here to show that the VA payments will be some- 
what higher in combination under plan A, than under plan B, pro- 
vided the child gets the $50 indemnity. If the child does not get the 
$50 indemnity because the parent, for example, was designated as the 
a ee! then plan A provides less income to the child than does 
plan B. 

The difference between the two plans is really represented by what 
the serviceman does with his $50 ainenhte 

If he gives it to the child then plan A is slightly better than plan B, 
in terms of monthly income to one child. Conversely, if the service- 
man designates his parent to receive the indemnity of $50 per month, 
then the child receives less income under plan A than under plan B. 

Mr. Carnes. Under plan A, if the child gets the $50 indemnity, the 
child gets only $11 additional, which would give him $61, if he is the 
child of an E-1? 

Mr. Netson. Yes. 

Mr. Carnes. The child of an E-1 would get $61 per month ? 

Mr. Netson. $61 if the serviceman had more than 4 months’ service, 
that is right. 

Mr. Carnes. Of that $61, $50 is an indemnity payment? 

Mr. Netson. Yes, sir. 

: oo And the $11 under plan A, is VA compensation for that 
Chiid ¢ 

Mr. Netson. That is right. 

Of course, that $11, plus social security, is what that child would get. 

Mr. Bares. It wouldn’t really make much difference because the 
parent would undoubtedly be taking care of the child anyway. 

Mr. Netson. By parent we mean the parent of the serviceman, Mr. 
Bates, rather than the widow. 
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Mr. Bates. That is what I mean. 

Mr. Nexson. It may be, although it may be that the mother is still 
living and has remarried and that he may have also designated the 
payment to go to the parent and the mother is still living, and she may 
be taking care of the child. 

Under those circumstances, she would get $11 from VA, plus social 
security, and the parents would be getting the indemnity. 

Now, we don’t know what the parent may do with the indemnity. 

Mr. Barres. That would be the unusual circumstance, I would think. 
If he was going to give it to his parent while his widow was still 
living. 

Mr. Netson. Yes. 

Mr. Harpy. In this situation and generally speaking, there is a 
slightly higher benefit to the children, only, under plan A than plan 
B, provided the children get an coenanity 

Mr. Netson. That is right. 

Mr. Harpy. If the children do not get the indemnity then there 
would be a slightly lesser benefit ? 

Mr. Netson. That is right. 

In most of these ranks up through the enlisted grades at least, it 
would make about $40 to $50 less to the child under plan A, than 
plan B, if the serviceman gave the $50 to his parents. 

Mr. Carnes. Under B it is proposed the indemnity be done away 
with and have the amount in VA compensation. 

Mr. Netson. Yes. 

Mr. Carnes. Under plan B you preclude the child getting only this 
minimum payment and a single child is guaranteed this minimum 
payment under plan B? 

Mr. Netson. That is right. 

He can. It would be entirely uniform and not be adjustable by 
these variances apparent in plan A. 

Mr. Carnes. All right. 

Mr. Netson. In other words, under plan B, the respective survivors 
are not dependent on an action by the serviceman. Each plan stands 
on its own feet, based on circumstances. 

Mr. Carnes. Under plan A, the child can either get $61 or else $11. 

Mr. Netson. That is right. 

Mr. Eckert. That is right. 

Mr. Carnes. Under plan B, the child is always assured of $60. 

Mr. Netson. That is right. 

Mr. Harpy. Those figures are exclusive of social security ? 

Mr. Netson. Yes. Social security is in the fourth column indi- 
cating payment to 1 child, only, depending on the rank of the service- 
man, ranging from a low of $59 per month to $81 per month. 

Mr. Harpy. Make that comparison on the E-1 situation combining 
the benefit. Under plan A, 1 child of an E-1 would receive either 
€70, or $120, depending on whether or not an indemnity were payable 
to the child. 

Mr. Netson. That is right. 

Mr. Harpy. Under plan B, the child would receive $119. 

Mr. Newson. That is right. 

Mr. Carnes. Without reservation or question ? 

Mr. Netson. I would make one qualification on this and that is 
if there were insurance paid, for example, by election for those com- 
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ing on the rolls, this proposes to reduce compensation by $4 per month 
for each thousand of insurance, and that would apply on the children, 
if they were the beneficiaries under this program. 

Mr. Carnes. Therefore, the sole beneficiary of a $10,000 insurance 
policy would have this $60 reduced by $40 and the child would get 
the full proceeds of the $10,000 insurance policy but only a $20 pay- 
ment from the VA. 

Mr. Netson. That is right. 

Mr. Carnes. I wonder if you would explain why you think an 
offset is necessary, Mr. Nelson. 

Mr. Netson. This has been quite a topic back in the staff. I prob- 
ably have support and opposition in these rows behind me, this 
afternoon. 

Mr. Harpy. That wouldn’t be unusual. 

Mr. Netson. No, not at all. 

First, let’s say as we visualize it, the principle here, of a new survi- 
vor program was to provide assured monthly rates to the surviving 
widows, children and dependent parents. We feel that was not 
assured under the current program, or at least was not adequately 
assured. 

Conversely, if we are going to permit those on the rolls, today, or 
those who subsequently come on the rolls and who have insurance 
because they bought it sometime ago—— 

Mr. Carnes. You are speaking of survivors who are beneficiaries 
of insurance. 

Mr. Newson. Yes. 

Mr. Carnes. All right. 

Mr. Netson. If hess folks may come on the rolls and elect this new 
program—either plan A, or plan B, or something of that character and 
they have already had insurance provided by the Government, partly 
on a premium-paying basis but more largely on an extrahazard basis 
where the Government underwrote 93 percent of the program, that 
these beneficiaries electing to the new program, then should be reduced 
by the amount of insurance that they Sane received. 

Now, we estimate that a $4 reduction per month in these benefits will 

take approximately 33 years for the Government to recover on, if the 
beneficiary stays on the rolls for 33 years. 

Mr. Carnes. Then you have a basic question of philosophy there as 
to whether the Government insurance program is something the man 
paid for and earned in his own right, or ra because of the extra- 
hazard feature, where the Government reimburses the trust fund for 
extra hazard deaths and because of the high incident of such deaths, 
as to whether it is a tax-supported insurance program. 

Mr. Neuson. Yes. 

Mr. Carnes. Your contention is that it is a tax-supported insurance 
program and therefore that justifies the offset in your thinking and 
in the thinking of some of the others in the staff group. 

Mr. Netson. That is right. 

Mr. Ecxerr. I think you would have to take that a step further, 
though. What we have done here in an attempt to get all benefits u 
to a level which would be commensurate with the benefits to be aid, 
we have, of course, tried to set a pattern of payment which would be 
in the nature of a guaranteed payment under these circumstances. 
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And since this is an amount paid by the Federal Government, you 
would adjust these other items to that. 

Mr. Carnes. One other facet of the offset, Mr. Nelson, if you did 
not have an offset and allowed this child to get the full $60 and then 
the child also was allowed to get the monthly annuity under the $10,000 
insurance policy, then a child that came on the rolls after this law 
went into effect who could get only the $60 would be discriminated 
against to some extent. 

Wouldn’t that be a plea to reopen the insurance in order to provide 
equal treatment for like survivors ? 

Mr. Netson. We feel it would definitely be a reason to say that we 
have inequitable treatment between those who have insurance, that 
they have now enjoyed for a number of years, as contrasted to those 
who do not have insurance. 

And that if we are to give these folks an option to elect to the new 
program, that that election should also be accompanied by an offset 
on insurance. 

Now, you could, of course, say that they need not have any oppor- 
tunity to elect a new program, and keep their old program. 

But we feel that that will work some inequities on those currently 
on the rolls or who subsequently come on the rolls, and the program 
should be modified for those people as well as any who come on the 
rolls by reason of future deaths. 

Therefore, to bring about equity among all of them, we have the 
provision for an offset in some manner. 

Now, plan A proposes an offset of $5 per thousand. Plan B pro- 
poses an offset of $4 per thousand dollars. There was discussion of 
$3, there was a discussion of no dollars. 

Mr. Carnes. Then the theory behind the offset is twofold: One, it 
can be assumed that to some degree the Government insurance pro- 
gram is a tax-supported program; and two, if you do not have an 
offset in effect it would only raise further inequalities and pressures 
to reinstate the insurance program so as to allow equal treatment in 
the future for like beneficiaries. 

Are those the two basic things ? 

Mr. Netson. I would say so. 

We made a rough estimate of what it would cost to convert the 
present rolls, for the first year, at least. 

Mr. Carnes. What would be the conversion cost if you just com- 
pletely ignored this offset, costwise. 

Mr. Netson. If we ignore the offset entirely, our preliminary—it 
is really a “guesstimate” on it, but we did work out some figures on it— 
would be about $66 million cost first vear that you convert the current 
roll to plan B. 

Mr. Carnes. Do you mean if you had an offset in effect the con- 
version would cost $66 million less? 

Mr. Netson. If you had no offset. Even though you have an offset 
to convert the current rolls to plan B, it will cost a lot of money the 
first year, and it will decline, of course, as people go off the rolls by 
reaching age 18 or by remarriage or by death. 

The first year it would be about $66 million as I remember it. 

Mr. Carnes. If you converted the rolls without effecting an offset 
it would make the cost of conversion $66 million more expensive? 

Mr. Newson. Yes, sir. 
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Mr. Harpy. That is with respect to those already on the rolls. 

Mr. Netson. That is right. 

Mr. Ecxerr. In other words, you are putting them into a more 
xn and more oo one program. 

Mr. Carnes. Those subsequently coming on the rolls would be sub- 
ject to the same offset if the offset principle were adopted ? 

Mr. Netson. That is true. 

Mr. Carnes. Is that the 2 million that Captain Hoyt perhaps spoke 
of yesterday who are currently either drawing disabled retired pay or 
VA compensation disability ? 

Mr. Netson. Yes; out of that group may come more groups who 
are eligible for dependency compensation. 

Mr. Carnes. Who are also recipients of a Government insurance 

olicy. 
: Mr. Netson. Yes. Their survivors might be the recipients of an 
insurance policy; yes, sir. 

While we are on this estimate of cost, I will say a $5 offset to convert 
the rolls to plan B would be about $15 million the first year. 

To have a $4 offset would cost about $25 million to convert to plan B, 
for those now on the rolls, for the first year. 

Mr. Carnes. You are saying with the offset, that those would be 
additional costs to provide those on the VA compensation rolls, today, 
who would qualify, the privilege of getting the rates under plan B? 

Mr. Netson. Yes. 

Mr. Carnes. What were those figures, once again ? 

Mr. Netson. For no offset, $66 million, for a $5 offset, it would be 
about $15 million, and for a $4 offset, about $25 million. 

Mr. Carnes. Even with the offset it would cost approximately $25 
million to allow all of the persons on the VA compensation rolls who 
are eligible to do so, or who would benefit by doing so, to elect the bene- 
fits being advocated under plan B? 

Mr. Nexson. That is right. 

Mr. Harpy. Let me express it another way. 

Even with the offset of $4, the people already on the rolls would be 
eligible to receive $25 million more in benefits. 

Mr. Netson. That is right. 

Mr. Carnes. A typical case would be a widow, only, who is cur- 
rently receiving $87, whereas, if her husband died in the rank of lieu- 
tenant colonel, she would receive some of the rates which you set forth 
in the previous chart, is that correct ? 

Mr. Nerson. That is right. That is right. Part of it would be 
those who are getting $87, and it would go to $125 for those who had 
no Insurance, or a small amount of insurance. 

Mr. Carnes. A lieutenant-colonel, would that be O-6? 

Mr. Netson. That would be O-5. 

Mr. Carnes. At the present time, if she were a widow, only, she 
would be drawing $87, presuming it was a wartime death, is that cor- 
rect ? 

Mr. Netson. She would be drawing $87 plus any insurance or in- 
demnity, that is correct. 

Mr. Carmes. Just for the sake of illustration, let us assume she has 
no insurance or indemnity, but it may have been a World War I death, 
or 1930 death. If this law were enacted under plan A, which was sub- 
mitted yesterday, she could receive from $87—she could elect to go 
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from $87 to either $194 or $233, dependent upon tenure of service of 
her husband ? 

Mr. Newson. Yes. 

Mr. Carnes. Under your plan she would go to $165 ? 

Mr. Nexson. That is right. That would be true under plan B. 

Mr. Harpy. You have the $50 indemnity included in there and she 
wouldn’t be eligible for that. 

Mr. Carnes. The indemnity is not included in these columns. 

Mr. Netson. Yes, it is. 

Mr. Carnes. It would be this figure in plan A, less $50 ? 

Mr. Netson. Yes. 

Mr. Harpy. She could convert from $87 at the present time to a 
minimum of $144 under plan A, or she could convert to $165 under 
plan B. Plan B presents a better conversion program than plan A 
does. 

Mr. Netson. Mr. Chairman. I am not quite sure of the technicalities 
of plan A here on that particular $50 question, so it might be that you 
want that clarified from the Defense Department. 

Mr. Harpy. We should have that clarified here right now. I had 
not understood that for purposes of conversion there would be another 
$50 indemnity payable. . 

Mr. Hucnes. There would be no $50 indemnity payable in the post- 
service death. The-veteran would be eligible for the existing service- 
disabled insurance program, which would make supplemental benefits 
available at subject’s rights. 

Mr. Bares. If it was a widow more recent than World War II, she 
would be eligible for $92.90. That would be in process of payment 
and it would not be interfered with. 

Mr. Hugues. That is right. 

Mr. Harpy. If it had been a lump-sum settlement some years ago, 
under old NSLI, that would not be interfered with, but there would 
be no $50 indemnity ? 

Captain Horr. There would be no $50 indemnity for anybody al- 
ready on the rolls. 

Mr. Carnes. To cite your plan B on this O-5, the lieutenant colonel 
of which we speak, would elect from $87 to $165, if that lady had 
also received a $10,000 insurance program, you would propose a $4 
per thousand offset ? 

Mr. Netson. That is right. 

Mr. Carnes. If she had received that in a lump sum, then, her elec- 
tion would be from $87 to $125. 

Mr. Netson. That is correct. 

Mr. Carnes. All right, sir. 1 wonder if you would proceed on, then. 

Mr. Netson. With respect to the third table that involves two 
children, the results of comparing plan A and B, are such that in the 
lower ranks, plan B would pay more than plan A, provided under 
plan A that two children were getting the $50 indemnity. 

In the upper ranks, plan A would pay more than plan B, if the 
children were getting the $50 indemnity. 

We constantly have to qualify it as to whether the child is receiving 
part or all of the $50 indemnity, since there are two programs involved 
rere. 


Mr. Carnzs. Is this money divided equally between two children? 
Mr. Netson. It is divided equally between two children. 
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Mr. Carnes. Each child gets $42.50? 

Mr. Netson. That is right. 

Mr. Carnes. Under E-1, plan A, if the $50 indemnity has been paid 
to someone else, do the two children receive $21 per month VA com- 
pensation ? 

Mr. Newson. My recollection of plan B is 

Mr. Carnes. Plan A. 

Mr. Netson. Let me have your question again. 

Mr. Carnes. Here, the compensation rate in the low grade is $71. 
[f someone else received a $50 indemnity, do those two children receive 
$21 per month VA compensation ? 

Mr. Netson. Yes; that is their payment from Veterans’ Adminis- 
tration plus social security. 

Mr. Carnes. Yes; but they would only then receive $10.50 each 
from the VA. 

Mr. Nerson. That is right. 

Mr. Carnes. Under your plan you guarantee those same children, 
because the indemnity feature is not applicable, $42.50 each ¢ 

Mr. Nextson. That is right. 

Let me say that distinction between plans A and B is that the chil- 
dren are not penalized by reason of the man designating part of the 
indemnity to the parents. 

Mr. Carnes. Or to someone else. 

Mr. Netson. Or to the brothers and sisters who are dependent. 

Conversely, under plan B, the parents will receive a modest income, 
if they prove dependency. 

Mr. Carnes. If they prove to be what you call true dependency. 

Mr. Netson. Yes; and that will be a supplement payment in addi- 
tion to what is paid to the widow or to the children alone. 

We feel that the children should not be penalized by reason of any 
iegislation that permits the man to take part of the payment from the 
children and give it to the parents. 

Mr. Bares. Then you think that the Government has a greater re- 
sponsibility to the children than the parent himself? 

Mr. Netson. I believe so. 

Mr. Eckert. He can—well, at least equally as great, as truly depend- 
ent parents. Let’s put it that way. We want to take them both out 
here and look at each case and pay them the allowance they ought 
to get. 

Mr. Netson. Plan B does provide for paying the dependent parent, 
even though the child has also been cared for. 

Mr. Eckert. We wouldn’t use a portion from one to pay another 
one as is done in the other plan. 

Mr. Harpy. Now, under plan B, there is a variation, according to 
rank? 

Mr. Nerson. That is correct. 

Mr. Harpy. With respect to the compensation to children, there 
iS no variation ? 

Mr. Netson. The only variation in compensation to children is that 
reflected in the social security rates. 

Mr. Harpy. If the social security system makes a proper variation, 
why should you distinguish in a compensation payable under this 
program ? 
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Mr. Netson. There always arises that policy question, as to whether 
or not that distinction should be made. 

Let’s say that plan A makes a distinction ranging from a minimum 
of $10 to 1 child, to $25 to 1 child. They have made a $15 variation 
between an enlisted man’s child and a general’s child, for example, 
plus the variation that is present in social security. 

Under plan B, here, we did not recognize that $15 variation. That 
again boils down to a question of policy, as to whether the committee 
and the Congress feel that there should be such recognition of rank, 
with the children and the parents. 

Mr. Harpy. You have no variation. If you take the totals of com- 
pensation in OASI and have no variation in your first three enlisted 
ranks, and you have no variation after you get above E-6—and that 
is due, I presume, to the fact that you have a maximum in the social 
security program? 

Mr. Netson. That is right. 

Mr. Harpy. However, I have a little difficulty understanding why 
it is going to cost more for the children of an E-6 than for an E-5. 

Mr. Eckert. It is a difficult problem. 

As you recall, Mr. Chairman, in the GAO’s original presentation 
on this subject, we broke that—we recognized the distinction, I think, 
in three places—and it was based upon the theory that that is some- 
thing that is recognized in all programs of retirement survivor bene- 
fits for civilians and in the industrial areas—a distinction in the 
amount of money that a man earns. 

Mr. Harpy. But you don’t carry it through. You don’t carry it 
through. You made a distinction between E-—5 and E-6 but not be- 
tween E-6 and E-7. You don’t make any distinction between E-6 
and E-8. 

Mr. Eckert. That is perfectly true and, as I indicated, it was our 
recommendation to the committee that we make less of a variation 
than that. 

Mr. Harpy. It is a little difficult to see the consistency of that pro- 
gram. 

Mr. Netson. Under the current law, these same 2 children would 
receive $94 from VA, $88 from social security, totaling $182 a month. 

Mr. Carnes. Would they not receive the $92.90? 

Mr. Netson. They would receive the $92.90 for 10 years if they 
were beneficiaries. If they were beneficiaries, in the first 10 years they 
would have $275, and from there on $182 until they were 18. 

Both plans would reduce those rates somewhat, but let them con- 
tinue until the children are 18, rather than cut them off at the end 
of 10 years. 

Mr. Carnes. What are the rates now for two children? 

Mr. Neuson. $94 per month for 2 children from the Veterans’ 
Administration. 

Mr. Carnes. That is divided equally between the two? 

Mr. Netson. That is divided equally between the 2 children, and 
Ss8 from social security per month, divided equally, for a total of 
$182 per month. 

Mr. Carnes. If they get the $92.90, divided equally, that would be 
a supplemental payment ? 

Mr. Nrison. Yes; and it would result in a total payment of $275 
per month for 10 years. 
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Mr. Carnes. Without the $92.90 coming into the picture at all, the 
suggested rates in both plans, plan A and plan B, are less than the 
prevailing rate ? 

Mr. Newson. Let’s say they are currently higher under the current 
law with the $92.90 in the picture, but without the indemnity in the 
picture the proposed rates are generally higher than the current rates 
for children. 

Mr. Harpy. Under the existing situation, your $92.90 is very much 
in the picture? 

Mr. Neuson. Yes, sir. The effect that has on payment to the chil- 
dren during their growing-up period varies after a time. 

Mr. Carnes. The $92 is cut off just as they are starting in their teens, 
which is a bad time for that to be cut off, and then they drop down 
toa figure somewhat below plan B; is that right ? 

Mr. Netson. Drop it to $182, today. 

Mr. Harpy. They don’t drop much below what you have in plan B, 
then ¢ 

Mr. Nerson. That is right. 

Mr. Carnes. Two children would get a combined payment of $182. 

Mr. Neuson. After 10 years. 

Mr.- Carnes. If that is divided equally between the children, 
wouldn’t that provide $91 per month ¢ 

Mr. Netson. That is right; and plan B provides a minimum of 
$183 for 2 children, or $91.50 per month. 

Mr. Carnes. Of course, this plan B amount would go on indefinitely 
to 18 or 21, if they were in school; or beyond that, if they were unable 
to maintain their own support. 

Mr. Netson. It would go beyond 18 with respect to the VA compen- 
sation, but not with respect to social security. 

Mr. Carnes. Mr. Nelson, let me ask you a question about children’s 
benefits which may be applicable to the whole aspect. Was the 
objective of the staff group, in trying to evolve these plans, to deliber- 
ately try and effect economy, or was it to try to get an acceptable 
program? Was economy an intent here? 

Mr. Netson. I didn’t think so. The whole intent of the staff group 
was to arrive at a reasonable plan that would remove the inequities 
of today, which are sometimes on the low side and sometimes on the 
high side. 

Mr. Carnes. The task group is reflecting the attitude of the 
committee. 

Mr. Nextson. We thought we were definitely reflecting the attitude 
of the committee as expressed last fall and again this winter, that 
they were not necessarily seeking to curtail total costs but trying to 
bring about equity in terms of individual payees. We think that that 
is largely accomplished under either plan A or plan B, although we 
feel under plan A it does sometimes work an inequity against certain 
payees with this $50 feature being subject to assignment to other 
persons. 

Mr. Carnes. Plan B would enable a survivor to know more where 
= stood, especially as with application to children, than would plan 

? 

Mr. Netson. Yes. I think plan B would make it possible for both 
the widow and the children to know precisely where they stand. 

Mr. Carnes. More so than plan A ¢ 
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Mr. Netson. More sothan plan A. And the parents likewise would 
know precisely where they stand. 

Mr. Bares. Only because of the fact that they gave the benefits 
to somebody else ? 

Mr. Netson. That is right. 

Mr. Ecxerr. That is right. It is 1 program instead of 2 programs 
incorporated in plan A. 

Mr. Carnes. You have removed the doubt in the intention of the 
indemnity ? 

Mr. Nextson. We have removed the doubt in the minds of the par- 
ents as to whether they are in or out, with regard to the $50-a-month 
feature. 

Mr. Kean. Regarding this dependent parent, would there be any 
requirement that the dependent payees would be designated? They 
wouldn’t be in the plan B, would they? Just if the parent was the one, 
he would just come in and say so? 

Mr. Netson. That is right. 

Mr. Kean. And the person who was a veteran ? 

Mr. Ecxerr. He could have a widow, children, and a dependent 
parent and under this plan they would all receive benefits and neither 
one would be adjusted downward because there was another class. 

Mr. Carnes. Perhaps we should qualify the last statement. Mr. 
Kean said the parent would have to be truly dependent. Would you 
elaborate on what you mean by—as is stated in plan B—“truly de- 
pendent parents”? 

Mr. Eckert. If you don’t mind, Mr. Carnes, I will be glad to 
answer that. What we had in mind was to establish a criteria in the 
law which the parents must meet to be considered dependent upon 
the serviceman. 

Mr. Carnes. More rigid than that which exists today? 

Mr. Eckxerr. Yes. In a manner of speaking it would be more rigid. 
In truth, he would have to be shown to be a dependent, but it would 
be more flexible in that it would allow the Government to pay up to 
a certain amount if there was a dependency there, rather than to give 
it on an all-or-none basis, as is the present situation under the law. 
I don’t know whether I make myself clear there. 

Mr. Carnes. Could you elaborate on that a little bit ? 

Mr Ecserr. I will try to. 

Mr. Harpy. You might give us an example. That might clear it up. 

Mr. Ecxerr. I don’t know that I can put my finger on the exact 
monetary equivalent. 

Mr. Carnes. Show us an example of where they would qualify 
today and where they would not qualify under your bill. 

Mr. Eckert. I think we could cite a particular example. Under 
the present situation, a parent does not have to include in his income 
certain amounts which are received from Veterans’ Administration 
or certain other sources as income in order to determine whether there 
is a dependency existing. 

Mr. Carnes. Suppose that parent receives more than one source 
of income from the VA ? 

Mr. Ecxerr. It is not counted in the present situation; that is my 
understanding. 
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Mr. Carnes. Do you mean a person could be receiving VA com- 
pensation—a widow—and also the $92.90 a month, and neither would 
be calculated in the income limitation ? 

Mr. Netson. That is right. 

Mr. Ecxertr. Yes; that is correct, Mr. Carnes—on page 25. Page 
11-5, proposal B, not in the legislative draft, but the one in mimeo- 
graphed form: We cited an example of a dependent parent situation. 

Mr. Carnes. Will you cite that for the suman’ 

Mr. Eckert. Items received by mother from veterans’ sources which 
are excluded in determining the amount of income received by the 
surviving mother: 

A. Pensions from Veterans’ Administration because of her deceased husband 
who died as a veteran without any service-connected disability, $50.40. 

Mr. Carnes. That would be perhaps a World War I death? 

Mr. Ecxerr. Yes. 

B. United States Government life insurance on the life of the widow’s deceased 
husband. Assuming mother age 55 when husband died, leaving $10,000 worth of 
insurance, the figure becomes $56. 

That wouldn’t be included. 

Likewise the surviving mother may have received $56 per month 
from a commercial insurance policy, instead of United States Govern- 
ment life insurance, and if she did not work in gainful employment, 
would be eligible for $75 monthly VA compensation on top of other 
income of nearly $200 per month. 


C. Indemnity, based on death of son in the service, $92.00. 


The subtotal of the 3 above items is $199.30. 

We add to that VA dependency compensation paid to surviving 
mother, who is construed to be dependent on serviceman since she 
earns only $95 per month, would be $75, which amount, added to the 
above $199.30, makes a grand total from VA of $274.30. 

Adding the amount the mother earns monthly, $95, makes a total 
income from all sources of $369.30. 

It can thus be seen that the Veterans’ Administration will pay a 
dependency compensation to a surviving mother who earns $95 a 
month and that such dependency compensation will be on top of other 
payments by Veterans’ Administration that total approximately $200 
monthly. Thus VA will pay that surviving mother almost $275 per 
month providing her with an income, including earnings, of $369.30 
per month, 

Mr. Harpy. We have a rollcall on. Before we could get back it 
would be too late to do any good. We will adjourn now and recon- 
vene at 10 o’clock tomorrow morning to try to complete this and get 
on into plan C. 

(Whereupon, at 3:30 p. m., Thursday, April 21, 1955, the hearing 
.djourned to reconvene Friday, April 22, 1955, at 10 a. m.) 

65018—55——7 
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Houser or REPRESENTATIVES, 
Sreitecr ComMiItree ON Survivor Benerirs, 
Washington, D.C. 
ine committee met at 10 a. m., Porter Hardy, Jr., chairman, 
presiding. 
Mr. Harpy. Let the committee come to order. - 
Mr. Carnes. Mr. Eckert, I wonder if we could have two additional 
copies of your statement and a chart, please. 
Mr. Eckert. Surely. 
Mr. Harpy. When we adjourned yesterday, Mr. Eckert was ex- 
laining a point having to do with the question of dependency, I be- 
fev Mr. Eckert. What are these, some additional statements ? 
Mr. Carnes. No, sir, they are the same statements. 
Mr. Harpy. Oh. I think we were in the process of discussing a 
point on the determination of dependency. Isn’t that right, Steve? 
Mr. Carnes. That is right. The question we had asked you was in 
determining parent dependency, what changes would you make in the 
existing law to make it more restricted, and you were giving us a 
practical example, I believe, at the time the rollcall came. 


FURTHER STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE 
ATTORNEY; ACCOMPANIED BY LLOYD A. NELSON, ASSISTANT 
DIRECTOR, ACCOUNTING SYSTEMS DIVISION, GENERAL ACCOUNT- 
ING OFFICE 


Mr. Eckert. Yes. At that time we submitted for the record an 
example which was taken from staff proposal B, pages 2-5. That 
example indicated cr took the case of a mother who was in receipt of a 
pension in the amount of $50.40, payment from insurance of $56 

Mr. Carnes. Just one second. 

Mr. Eckert, you are reading from your proposal B that was mimeo- 
graphed, is that correct? 

Mr. Ecxert. That is right. 

Mr. Carnes. What page? 

Mr. Eckert. Pages 2-5. 

Mr. Carnes. Mr. Chairman, if the General Accounting Office is 
going to read from and cite examples of the proposal B that was 
mimeographed for the committee’s executive session use, then I sug- 
gest that the mimeographed section by section explanation of proposal 
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B, and the charts which accompany it be made a part of the record 
at this point. 

Mr. Haaec, Perhaps we should have that, especially the tables. 
If there is no objection we will put in the record at this point. 

Mr. Carnes. They are reading from pages 2-5. 

(The information referred to appears as appendix H.) 

Mr. Bares. It is becoming so simplified now, we can’t even find it. 

| Laughter. | 

Mr. Carnes. That is title II, page 5. 

Mr. Harpy. You have a good combination of numerals, the 
Roman 

Mr. Eckert. Yes, Roman II and Arabic 5, I guess that would be. 

Mr. Carnes. All right, proceed, Mr. Eckert, please. 

Mr. Harpy. Go ahead. 

Mr. Eckert. This example presented the case of a mother who was 
in receipt of a pension in the amount of $50.40, United States Gov- 
ernment life insurance of $56, and the indemnity payment of $92.90, 
for a total of $199.30, who earned in addition to that, $95 from her 
own occupation, giving her a total income of $294.30, who was declared 
under existing circumstances to be dependent and paid a dependency 
allowance of $75, bringing the total to $369.30. 

Now, the basis for this was the exclusion in the determination under 
the present regulations of amounts received from Veterans Adminis- 
tration sources, which represent the top three items in the table: 
the insurance, the pension and the indemnity. 

You will note that we have used this as an example. It may be an 
isolated case. It certainly is not necessarily representative at all. 
But it is to point out the possibility that through these various 
Federal payments a parent might receive what we would consider ex- 
cessive or unnecessary payments from a dependency standpoint. 

It would be our view and our proposal would so indieate that 
those amounts should be considered in arriving at the test as to whether 
the parent was dependent. 

In this particular example, of course, if you consider thé amounts 
being received from the Government together with the earnings of the 
mother, they would represent some $295. Under those circumstances 
we would not consider that mother dependent. 


Mr. Carnes. And therefore you would not have paid the $75 to 
her? 


Mr. Eckert. That is right. 

Mr. Carnes. What are the income limitations in order to qualify 
for dependency under the present VA regulations, $1,400 for one 
parent and $2,700 for two, is that correct? 

Mr. Ecxert. That is right. 

Mr. Carnes. Now, that is a clear line there. If the mother has 
income of $1,300 or $1,390, she is dependent, but if she has $1,410 
income, she is nondependent, is that correct? Is it quite that finalized / 

Mr. Eckert. I couldn’t answer generally. I don’t know whether 
that is a criteria or whether it is fixed. In other words, that is subject 
to adjustment. Their ceiling, for instance, on establishing depend- 
ency income is $105 a month for one parent, but it is a basic cri- 
teria and under any given circumstances, that might be adjusted. 


My impression is that the ceiling limitation might be the same. It 
is by regulation. 
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Mr. Newson. Let’s say that these specific ceilings of $1,400 and 
$2,700 apply in the pension area but not in the dependency compensa- 
tion area. However, in determining dependency of a single parent 
they indicate that about $105 a month for a mother or father is 
considered prima facie indication of dependency, where there is 
$175 a month for a mother and a father; that is, in determining eli- 
gibility to receive dependency compensation. 

Mr. Carnes. But in determining that eligibility, this does not in- 
clude as income, say, the $92.90 per month or any other poe they 
may be getting from the Veterans’ Administration. Those payments 
are excluded ¢ 

Mr. Netson. All veterans are excluded. 

Mr. Carnes. And it your contention that perhaps those payments 
should be included in determining dependency ? 

Mr. Eckert. That is correct? 

Mr. Carnes. If those payments were included, then is that how you 
feel that you could come to this status of true dependency, which you 
mentioned several times in your statement yesterday ? 

Mr. Ecxerr. Yes, that taken together with their income from any 
sources. In other words, our feeling is that she should show what 
her income is within a ceiling to be established from all sources, be 
it Government or otherwise. And based upon that, we would then al- 
low a dependency compensation not to exceed a stipulated amount, 
plan B setting out $75 for one parent and $110 for two parents. 

Simply stated, we would say that the dependency should be estab- 
lished by showing that a member contributed to this parent at the time 
of death. Then if that dependency is established within ceilings, 
to be set, of income, the Government’s contribution would be up to 
$75. Not necessarily $75 as it is today, but up to $75 for one parent. 
or up to $110 for two parents. 

In other words, let us take a situation under the present program 
where the criteria is $105 a month. That is not fixed and it could be 
adjusted in a particular case. But let’s assume we have a parent 
receiving $100 a month. She would be prima facie entitled to the 
$75 additional, which would give her $175 a month. 

Conversely, if she was receiving $110 a month, she would not neces- 
sarily or is presumed not to be dependent and would get nothing. So 
you would have that situation. 

Our feeling would be that if we established a ceiling, then we could 
pay the $75 or any lesser amount which would bring her up to this 
ceiling on income. 

Mr. Carnes. Do you have available the number of parents on the 
dependency compensation rolls today, VA dependency compensation 
rolls? 

Mr. Ecxerr. Yes, we do. 

Mr. Carnes. Mr. Nelson? 

Mr. Netson. Well, as of June 30, 1954, there were 332,000 parents 
on the veterans’ dependency compensation rolls, growing out of 
245.000 death cases. 

Mr. Carnes. Drawing out of 240,000 death cases? 

Mr. Netson. That is right. And the monthly amount that is being 
paid to these beneficiaries was $18,700,000 per month. 

Mr. Carnes. I think, Mr. Chairman, we better clear this point 
right now. 
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If you will accept an interruption from the floor—Mr. Bland is 
shaking his head rather vigorously there. I think we better clear this 
point, if it is agreeable with you. 

Mr. Harpy. Yes, if there is any question about it, let’s establish 
it right here. 

Mr. Buanp. I believe Mr. Nelson’s figure of 245,000 deaths is wrong. 
For example, I know that the deaths in World War II cases alone were 
£75,000. 

Mr. Ecxerr. Where there are parents? 

Mr. Buanp. Against 265,000 parents on the rolls. 

I believe your figure of 245,000 cases, Mr. Nelson, is in error. 

Mr. Netson. Well, the 245,000 death cases involving parents on the 
rolls involves all wars, Mr. Bland. That was taken from the table 
that we worked with you people on. 

Mr. Buanp. Oh, the point you are making is that there are 245,000 
cases ? 

Mr. Netson. Yes. 

Mr. Buanp. In which parents are being paid ? 

Mr. Netson. That is right. 

Mr. Buanp. And those payments are being paid to—how many 
parents ¢ 

Mr. Newson. 332,000. 

Mr. Buanp. 332,000 parents? 

Mr. Netson. That is correct. 

Mr. Brianp. I think perhaps that is correct, but—because I know 
in the World War II cases payments are being made to roughly 265,000 
or 266,000 parents, in 192,000 cases. 

Mr. Carnes. Then there are 245,000 cases, but out of those you are 
paying to 332,000 parents? 

Mr. Netson. That is right. 

Mr. Carnes. Which means in a great many cases or a large number 
you are paying to both parents as dependents? 

Mr. Netson. That is right. 

Mr. Carnes. Well, out of these 245,000 cases, what is the total num- 
ber of deaths represented that have come from that 245,000? 

Mr. Netson. That is the number of deaths. Our 245,000 service- 
men are veteran deaths on which they are now making payments to 
332,000 parents. I can give you a breakdown of the 332,000 here in 
terms of mother and father. 

Mr. Carnes. Is that figure surprising to you, Mr. Nelson? 

Mr. Netson. Well, it seems to be a rather substantial figure. One 
of our tables here indicated, in connection with World War IT alone 
that roughly 50 percent of the death cases growing out of World 
War IT have dependent parents. And 192—— 

Mr. Carnes. By the same token, would you say that 50 percent of 
all of the VA compensation payments being made at this time are 
going to dependent parents? 

Mr. Netson. More than 50 percent of the dependent compensation 
payments are now going to dependent parents. 

Mr. Carnes. Would you want to venture an estimate as to what 
percent? 

Mr. Netson. About 55 percent of the total roll today is going to 
dependent parents, and 45 percent to widows and children. 
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Mr. Carnes. Well, by suggesting the restrictive language which 
the staff has in plan B, was it the thinking there that this 55 percent 
is such a liberal number that with the restricted language, such as you 
had, that maybe the Sante would only be 25 percent or a lesser per- 
centage going to dependent parents of the total VA compensation pe 

Mr. Netson. We would expect it would be a lesser percentage, but 
it is very difficult to predict how much lesser that would be. 

Mr. Hasy. Well, in following this line of thinking that you have 
presented here with respect to establishing dependency, it seems to me 
that one of the virtues of such a plan would be to iron out some of 
the peaks and valleys, and the dependent parent that is receiving a 
very limited sum would get a portion at least of the VA compensation. 

Mr. Netson. Right. 

Mr. Harpy. Whereas a person whose total income was up higher, 
but the accountable income was down low, would get a lesser amount 
of the VA compensation. So they would bring the spread closer 
together. 

Mr. Netson. That is right. 

Mr. Harpy. It would certainly seem to me that that would be very 
helpful to some parents who are getting mighty meager total return 
on which to live. And it would reduce to some extent the total income 
of others, but those would be receiving at least more than the mini- 
mum generally considered required to prevent hardship. 

Mr. Netson. Well, for example, if the mother was receiving $90 
income and was otherwise eligible, she would get the $75, bringing her 
a total of $165 today. 

Conversely, if the payment being made to the mother from some 
other source today was $110 or $115, why, she would get nothing 
from VA. 

Mr. Harpy. I think that point is of greater substance than a dis- 
cussion of the possibility of reducing the number of cases that might 
be involved, or the percentage of cases that might be involved. 

Let’s go ahead with something else. I think we have that point. 

Mr. Carnes. Mr. Eckert, suppose you proceed. 

Mr. Netson. I was going to add, to some extent of course the whole 
program, as geared both in proposal A and proposal B, would be an 
attempt to provide more uniform benefits. We feel that proposal B 
attacks the problem in this area better from the uniformity stand- 
point than A. 

Mr. Carnes. All right. Suppose you proceed on now, if you will, 
please, sir. 

Mr. Eckert. Well, Mr. Carnes, we had proceeded through the state- 
ment and we had answered this dependency question as a result of 
questions from the committee. I will be glad—Mr. Nelson or I will 
be glad to answer any other questions. 

Mr. Carnes. Fine. Now, just to set the stage, the Bureau of the 
Budget and the Veterans’ Administration are going to follow you, 
and I wonder, quickly, if you would recap then the three essential 
differences between plan B and plan A. 

Mr. Eckert. Well, I think they might be recapped, Mr. Carnes, in 
this manner: 

Essentially, plan A would continue 2 programs within VA, the 
compensation program and this indemnity program, and plan B would 
provide 1 program of compensation. 
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Mr. Carnes. Well, let me just ask one question that we didn’t get 
to yesterday that I had written down. 

Do you feel in the compensation, where you have only the one pro- 
gram, can the offset principle still apply ? 

Mr. Eckert. Yes. I would have no doubt—— 

Mr. Carnes. Your bill carries a provision for offset for Govern- 
ment insurance. Then you will be making the offset directly against 
VA compensation. 

Mr. Ecxerr. That is correct, which is, of course, a gratuity in 
every sense and is adjustable, it seems to me. 

Mr. Carnes. In your mind, there are no legal questions that are 
raised there at all? 

Mr. Eckert. I would have no doubt personally on the matter. 

Mr. Carnes. All right, fine. 

Proceed on, Mr. Eckert. That is one point I failed to mention 
yesterday. . 

Mr. Eckert. The second area, I believe, would involve the differ- 
ence in the rates of compensation. You recall in the table set forth 
in the two plans, plan B provides—well, plan A provides a lower 
floor of compensation. I think it is $100 a month in some cases, 
and it provides a higher ceiling than plan B. Plan B concentrates 
the payments with a higher floor and lower ceiling. 

The third provision reaches into the parent feature that we have 
just discussed in that we feel plan A is not entirely uniform or does 
not provide entirely uniform benefits, whereas plan B would provide 
a separate program of uniform benefits to the parents. 

Mr. Carnes. I think point 2 you made was a point well made, but 
T was thinking primarily of the basic differences between plan A 
and plan B, and point 2, that under plan 2, social security would 
be completely additive to the military retirement, whereas under your 
plan there would be an offset of 50 percent; under staff plan B there 
would be an offset of 50 percent. 

Mr. Ecxerr. That is correct. 

Mr. Carnes. That is a basic difference; is it not? 

Mr. Ecxerrt. I had intended to give that as a basic difference, Mr. 
Carnes. That is the next item. You have stated it as well as I 
could, that the basic difference, another basic difference, between 
the two plans is that under plan B an adjustment would be made of 
the military retirement when the retiree reaches or starts receiving 
social-security payments. 

Mr. Carnes. All right. 

Mr. Eckert, you presented this plan on behalf of the staff, and 
as we all know, there is a great deal of staff thinking in the plan. 

If you were presenting the plan on behalf of the Comptroller 
General or the General Accounting Office, are there any other changes 
that you would suggest to the committee or any other suggestions 
that you would make? 

Mr. Eckert. Mr. Carnes, that is rather difficult to answer because 
time hasn’t permitted the analysis of just the form that this has 
taken in relation to the recommendations of the Comptroller General 
as they have been presented to the committee, and there are some 
distinctions. 
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Generally speaking, I think that we approve the approach. I mean 
by that the incorporation of social security which would be given 
either by plans A or B. 

The differences that I have noted: I believe the General Accounting 
Office would follow the pattern prescribed by plan B. I could not 
answer. There are various facets that are rather difficult to answer 
at this time. 

I might mention one that hasn’t really been discussed here, and that 
is the 6-month death gratuity. As you recall, the Comptroller General 
asked for a fixed amount to be established and paid. And presently 
both plans, I believe, now still base it upon a certain percentage of 

vay. 
Mr. Carnes. Four times gross pay ? 

Mr. Eckert. Four times gross pay. Then it becomes a sliding scale 
in this area. 

I am unable to say for the record that we would endorse whole- 
heartedly any one of these plans. 

Mr. Carnes. Well, has the Comptroller General or the General 
Accounting Office taken any position as to whether social security 
should be additive to the military retirement ? 

Mr. Eckert. We have in that case. Our report to this committee 
recommended that it not be made additive. 

Mr. Carnes. All right, sir. 

Mr. Bares. That was in full ? 

Mr. Eckert. In full. 

Mr. Carnes. That is right. 

Mr. Eckert. Yes. 

I think at that time we portrayed a picture of what the various 
amounts of retired pay were and what the percentages were, their 
relation to the civil-service plans and the industrial plans generally, 
and indicated our thought that certainly the committee should con- 
sider whether they should add another amount on top of it. 

Mr. Bares. We even considered a 1-percent contribution instead of 
2 percént at that time. It was considered. 

Mr. Eckert. Yes, sir. 

Mr. Carnes. Within the staff group, when we were discussing the 
indemnity, I think it was the view of the General Accounting Office 
that perhaps brought the staff around to the conclusion that maybe 
the indemnity could be embodied in the VA compensation program 
and that the offset could be effected. I think you all gave us some 
guidance on that. 

Do you all concur with that thought as stated in staff plan B, in 

orinciple ? 

Mv. Baseinie: Yes, I think I may say on that difference between 
plans A and B, that the General Accounting Office would feel that 
a better program would be evolved if it was one program, and that 
there is no reason why it couldn’t be operated as such. 

Mr. Carnes. And 

Mr. Ecxerr. Without the administration that would be necessary to 
continue the indemnity portion of the program as contained in plan A. 

Mr. Carnes. And as to the other basic change in the difference 
between plan A and plan B, where it has been advocated a more re- 
strictive beneficiary, what would be the position of GAO on that 
score ¢ 
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Mr. Eckert. You mean on the dependency ? 

Mr. Carnes. No, on more restrictive—yes, classification of depend- 
ence. 

Mr. Ecxert. I think the GAO would heartily endorse any program 
that would tie down and assure the payment of what Congress had en- 
visioned as the benefit to any beneficiaries, and in this particular in- 
stance, as we indicated in our earlier report and as has been indicated 
in my statement here in discussing plan B, we feel they should be 
tightened down. 

Mr. Carnes. Then, in essence, the Comptroller General would sup- 
port the three basic changes contained in plan B, as contrasted to 
plan A. 

Mr. Eckert. I have no doubt—— 

Mr. Carnes. In your opinion. 

Mr. Eckert. That they would. 

Mr. Carnes. All right. 

Mr. Harpy. I think on that point about the position of the Comp- 
troller General with respect to basic issues that are involved in this 
general subject, I know there of some policy determinations made by 
the Comptroller General, and some I think perhaps by the Secretary 
of Defense and some by the Bureau of the Budget and some by the 
Veterans’ Administration and the other agencies involved. 

I would hope, however, that in this whole consideration that we 
are now going through that it would be not construed that any of the 
agencies are of the opinion that they have all of the information that 
is available on a particular aspect of this subject, so that there could 
be some flexibility in the event that the study that we are now con- 
ducting should bring out information which might make justifiable a 
change in a basic policy. 

Mr. Eckert. I think I can assure the chairman that whatever plan 
may evolve or any new plan that may come up will be considered very 
carefully and we would not hesitate to chang 

Mr. Harpy. With each hearing that we hold, I find that there is 
another complication that hadn’t been fully evaluated previously. And 
I find that there is a little bit more information that I have assimilated. 

So I am in the situation of having to be pretty flexible in my own 
thinking. I am sure the other members of the committee share that 
feeling with me. 

So I hope that in pressing the point as to the policy adopted by 
the Comptroller General or the head of any other agency that is 
involved in this consideration, that there is still sufficient flexibility 
for appropriate adjustments to be made in the light of new facts 
which will be developed in the course of these hearings. 

Mr. Bates. Mr. Eckert, I know it was discussed, although the com- 
mittee itself never gave any consideration to the thought of retro- 
active application. 

Now, is it your feeling that the Comptroller General would support 
a policy of retroactive application, not payment but application of 
any system we devise? In other words, so that it would have an effect 
upon those who are currently receiving benefits? 

Mr. Eckert. Well, I think we ania certainly support the view 
that it should be an elective process, at least, to get these people into 
the program. 
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Plan B, on the parent side, is different, and I think in that case 
the staff plan would require all existing people on the rolls to go into 
the new criteria. 

Mr. Bares. Yesterday was really the first time we ever got into that 
particular matter. 

Mr. Eckert, I think so. 

Mr. Harpy. Well, plan B would require parents to come in under 
the new program. 

Mr. Ecxerr. Yes, sir. It would set the criteria for all parents. 

Mr. Harpy. I think we might have a little trouble with that one. 

Mr: Bares. Well, we will take-a look at those things. 

Mr. Harpy. We will look at it. 

Mr. Kean, do you have any questions ? 

Mr. Kean. No, sir. 

Mr. Harpy. Mr. Nelson, do you have something ¢ 

Mr. Netson. If I may, Mr. Chairman, speaking to Mr. Bates, we 
felt in the course of our staff, as a group with your committee here, 
that any program that resulted in higher rates to the survivors really 
ought to result as well in higher rates to the folks that are on the 
rolls today. Otherwise we would again come along with an inequity 
in the sense that those who died hereafter, their survivors would get 
better rates than those who had died earlier in Korea and World 
War II. 

Mr. Harpy. You are going to force the people on the rolls to pay 
them whether they wanted it or not? 

Mr. Nerson. At least that would be the election opportunity built 
into the legislation, Mr. Chairman, and presumably they would make 
a election that is most favorable to them without enforcing it on 
them. 

Likewise, of course, there may be instances where the old program 
would be more advantageous and therefore they would not make the 
election. 

Mr. Carnes. That is all. 

Mr. Bares. You would have a graduated scale of deductions under 
plan B for those who have already received one or the other form 
of gratuitous indemnity, whether they were getting $92.90 or—what 
was the other one, $50? An offset? 

Mr. Netson. There would be an offset if there was insurance in- 
volved or indemnity involved. 
ae Bares. You would come up with some figure, whatever it might 

Mr. Netson. That is right. And that principle of offset for those 
two programs is similar, let’s say, in both plans A and B. 

Mr. Harpy. Well, I want to express appreciation of the committee 
for the fine testimony presented by you gentlemen from the General 
Accounting Office. 

Now, we want to give the Bureau of the Budget an opportunity to 
help us a little bit in giving us its point of view with respect to these 
plans that we have had. 

Mr. Bares. Do we get any cost figures on this plan B? 

Mr. Eckert. No, sir. 

Mr. Carnes. I think Mr. Nelson may want to make a comment on 
that, Mr. Bates. I asked him that very same question. 
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Mr. Netson. We felt that to develop costs on either plan A or plan 
B would be a rather involved task, and that probably we should defer 
working on that until such time as the committee had indicated a 
guideline that they were preferring something line plan A or plan B 
or plan C or a modification of either one of those. 

Mr. Bares. In other words, we shouldn’t take too seriously the sav- 
ings or the figures indicated in plan A which has been presented to the 
committee ? 

Mr. Netson. Well, we have not had an opportunity of course, to 
review those particular figures. Some of them seemed a little bit gen- 
erous. I don’t know whether they had been squared or just what hap- 
pened tothem. But they seemed to be pretty substantial. We thought 
probably the costs might be greater under the new program than un- 
der the present program, rather than less. 

Mr. Bares. Here we go again. 

Mr. Harpy. Wait a minute. Which plan is that you are talking 
about ? 

Mr. Newson. A. 

Mr. Bares. A. 

Mr. Harpy. Well, I am glad that you haven’t come up with a final 
calculation on that. Because you would be in direct opposition to some 
of the figures which have already been suggested. 

Mr. Netson. That is the reason, ir Gciranen: that we feel that 
developing costs on this thing, it does take considerable time and at- 
tention and discussion. 

Mr. Harpy. It undoubtedly will. I think maybe this is a sound posi- 
tion to take for the time being. I believe, my own thinking is, that we 
are better off to try to establish some principles and arrive at what 
appears to be a proper approach to the thing, before we get into ques- 
tions of costs. 

Mr. Netson. We thought probably that would be the better ap- 
proach. If the committee had agreed on a general approach as a pre- 
liminary step at least, then the costs could be evolved. 

Mr. Harpy. We would be interminably bad if we came up with a 
program that looks like the proper approach and we can’t finance it. 

Mr. Newtson. Yes. 

Mr. Harpy. Then we would have to call on the Bureau of the 
Budget. 

Mr. Netson. Yes. 

Mr. Bares. I think that was pointed out in the discussion of the 
costs under plan A, that there was some controversy. I know the 
admiral pointed it out, that the figures weren’t exactly firmed and 
agreed to on everybody’s part. 

Mr. Netson. That is right. 

Mr. Harpy. Thank you, gentlemen. 

Mr. Eckert. Thank you. 

Mr. Harpy. Now, Mr. Hughes. 

Ott the record here for a moment. 

(Discussion off the record.) 

Mr. Carnes. Mr. Chairman, Mr. Hughes is prepared to comment 
briefly this morning with respect to the position of the Bureau of 
the Budget on both plans A and B at this time. And the reason we 
are having him—and to be followed by the Veterans’ Administration’s 
testimony before we bring plan C out—is because we think plan C is 
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so disassociated in principle from plans A and B that we wanted to get 
their comments before proceeding on. 

Mr. Harpy. I think that is a good idea, Mr. Hughes. We are go- 
ing to be confused enough when we get to plan C anyhow. 

So if you can sort of smooth out some of these things—I know your 
capabilities in that regard—and we are awfully glad we are going to 
have the benefit of your advice and suggestions. 


STATEMENT OF PHILIP S. HUGHES, ASSISTANT CHIEF, LABOR AND 
WELFARE DIVISION, BUREAU OF THE BUDGET 


Mr. Huenes. Thank you, sir. I hope I can contribute to the cause 
here. 

I think the general views of the Bureau of the Budget are a matter 
of record before the committee. We indicated what we think are the 
problems in this area and some basic principles which would assist in 
their solution. 

As the chairman has indicated, our mission this morning is to com- 
ment specifically on plans A and B and our preferences with respect 
to each. 

Before discussing the differences between these 2 plans, I think it 
would be important to reemphasize the similarities and to indicate 
our attitude toward those pomts at which the 2 plans ar similar. 

First, both plans A and B propose an essentially similar death 
gratuity, and the Bureau of the Budget agrees with the approach 
adopted in both plans. 

Secondly, both plans propose full contributory OASI coverage with 
certain special provisions which are applicable to military service 
only, and etivide for immediate inewred status and disability freeze, 
and the Bureau of the Budget agrees with this principle also. 

Thirdly, both plans propose substantial modification in the exist- 
ing Veterans’ Administration compensation system. The modifica- 
tions are designed to eliminate inequities and with variations between 
the two systems to relate the compensation to the rank of the service- 
man or the veteran. And in principle, the Bureau of the Budget 
agrees with this policy in the two plans also. 

Mr. Kean. Mr. Chairman, I think when they talk about rank, it is 
better to talk about pay. 

Mr. Hueues. All right, sir. 

Mr. Kran. You talk of the rank as if you were—— 

Mr. Hugues. I think pay is a more correct term, as a matter of 
fact, because of the relationship established to pay increases for 
years of service. 

Mr. Kwan. Yes; it is a pay relationship and not rank relationship. 
We are not trying to benefit people for the rank but for the scale of 
living they were living on, on account of their pay. 


Mr. Hueues. That is correct. 

Mr. Harpy. I think that is a point well taken. 

Mr. Kean. Yes. 

Mr. Hucues. Now, with respect to the differences between the two 
approaches : 
_ First. as Mr. Eckert and Mr. Nelson mentioned, there is the very 
important difference on the retirement side which is to some extent 
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incidental to the interests of this committee and comes about by virtue 
of the fact that OAST is a retirement system as well as a survivor- 
benefit system. 

Plan A proposes no offset in military retirement by virtue of the 
provision of OASI retirement coverage. 

Plan B proposes a 50-percent offset. 

With respect to the position of the Bureau of the Budget on this 
point, I think the committee is aware of the President’s statements 
of record. 

I am also aware, though, that the President’s objective is the de- 
velopment of a sound system of survivor benefits for military per- 
sonnel and veterans. And I feel that this point, as other technical 
points and points of some substance in the proposal, is a matter that 
the administration and certainly the Bureau of the Budget are open 
to further persuasion on, as additional information is developed. 

As of now, however, we are on record in support of plan A and the 
principle of fully additive retirement protection. 

The second difference, major difference, between the two plans has 
to do with the question of the rates to be paid under the VA de- 
pendency compensation program. 

There are quite substantial differences between the two systems, 
some of them stemming from differences in the rate formula itself and 
others stemming from the fact that whereas plan A has an indemnity 
component, plan B does not. 

The net effect of these differences is, I think, as Mr. Eckert in- 
dicated, to raise some of the benefits at the lower grades and to sub- 
stantially reduce benefits at the higher grades. 

There is also an additional rate differential which stems from the 
elimination of the indemnity component, that I would like to discuss 
more fully in a moment, but I might mention now. 

Since the service indemnity feature is eliminated, under plan B 
the rates paid to veterans would include an indemnity or an equivalent 
amount of indemnity-type payment, and therefore would be higher 
than the rates under plan A. 

This difference would contribute quite substantially to the cost of 

lan B. 
| Mr. Carnes. You are saying the rates under plan B are higher than 
under plan A ? 

Mr. Hucues. To the veterans. 

Mr. Carnes. To the veterans. All right. . . 

Mr. Huenes. I will explain that a little more fully in connection 
with the indemnity feature. 

Mr. Carnes. All right, sir. 

Mr. Hueues. But I just wanted to mention it here as a rate problem. 

Mr. Carnes. That plan B is higher than plan A? 

Mr. Hvucues. On the veterans’ payments; yes, sir. 

Mr. Carnes. All right. 

Mr. Harpy. You don’t mean the total? 


Mr. Carnes. The payments from veterans’ compensation under 
plan B 





Mr. Harpy. Exceed the compensation and indemnity, both from 
plan A: is that what you mean? ; ' 

Mr. Hveres. No; there would be no indemnity plan under plan A, 
you see. 
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Mr. Harpy. I understand that. Under plan A? 

Mr. Hueues. Yes, sir. There would be no indemnity payment to 
the veteran under plan A. 

Mr. Harpy. I see what you mean. 

Mr. Hucues. And by virtue of that plan—— 

Mr. Harpy. The payment to the veteran. 

Mr. Hueues. Yes, sir. 

Mr. Harpy. For disability. 

Mr. Hueues. For death after service. The payment to the sur- 
vivor—— 

Mr. Bares. Survivor. 

Mr. Hueues. Let me correct that. The payment to the survivor of 
the veteran for death after service would be higher under plan B than 
under plan A. 

Mr. Harpy. Because there would be no indemnity paid ? 

Mr. Huenes. That is correct. 

Mr. Carnes. Mr. Hughes, I wonder if you would stop there right 
now a minute. 

Do you have a copy of the chart that the GAO used yesterday after- 
noon ¢ 

Mr. Huaues. I believe I do; yes, sir. 

Mr. Carnes. I wonder if you would illustrate that on that chart? 
I hate to interrupt you right now. But that point is not quite clear 
to me. 

No; I am talking about the chart of April 21. It is a supplementary 
chart to that prepared statement. 

Mr. Hueues. Yes. Is this it? 

Mr. Carnes. Yes, sir. 

On the front page there, I do not quite get the point that you are 
making (appendix G, chart 1). 

Mr. Hucues. Well, let’s look at the E-1. 

Mr. Carnes. This is the “widow only” chart? 

Mr. Hueues. Yes. 

Mr. Carnes. All right, sir. 

Mr. Hueues. That will do. 

Mr. Carnes. Fine. 

Mr. Hueues. Under the E-1, plan A would pay $125. These are 
active service cases that are illustrated here. 

Mr. Carnes. Yes. 

Mr. Hucues. Plan A would pay $125. 

Mr. Carnes. That includes the $50? 

Mr. Hueues. That is right. 

Mr. Carnes. So therefore under the election you would not include 
the indemnity so an E-1’s widow who is getting $87 would only be 
able to elect up to $75? 

And under plan B she would be able to elect $125 ? 

Mr. Hucues. Well, there would be no election in plan B. 

Mr. Carnes. Well, under plan B a widow drawing $87 at the pres- 
ent, if that plan were Saket, would be able to go to $125? 

Mr. Hueues. Yes; you are correct. 

Mr. Carnes. So you are saying the mass of those widows in the 


lower enlisted pay grades that are on the rolls would elect under 
plan B? 
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Mr. Hueues. Yes, sir. 
Mr. Carnes. And to that extent plan B would be more costly than 
lan A? 

" Mr. Huaues. That is correct. The same principle would apply 
to future entrants on the rolls from veteran’s status rather than from 
inservice status. 

Mr. Carnes. Unless you go into the higher officer pay grades, the 
differential between the basic rates in plan A and plan B, even with the 
$50 feature there—take at the very top, for instance, $365 of the high 2. 


If you reduced that to $315, that is what widow of a general could 
elect ! 


Mr. Hueues. That is right. 

Mr. Carnes. Under plan A? 

Mr. Hucues. Yes. 

Mr. Carnes. Whereas under plan B she could elect only $215? 

Mr. Hugues. That is correct. 

Mr. Carnes. So your statement is sodt of a general statement, but 
it does not hold true through the whole scale of things? 

Mr. Hueues. That is right. It was intended to be a general state- 
ment. I think generally speaking, with the vast bulk of the cases—— 

Mr. Carnes. In the enlisted grades? 

Mr. Hueues. Well 

Mr. Bates. The weighted average? 

Mr. Harpy. In the lower pay grades, put it that way. 

Mr. Carnes. The lower pay grades? 

Mr. Hueues. That is right, sir. 

Mr. Carnes. All right, sir. 

Mr. Hucues. The rates payable to veterans under plan B would be 
higher than under plan A. 

Mr. Carnes. Yes, but that statement, if someone were to just take 
a cursory glance at this chart presented yesterday, may look some- 
what contradictory ? 

Mr. Hueues. Well, I think you said in the lower pay grades. 

Mr. Carnes. Yes. 

Mr. Hucues. The rates payable under plan B would be higher than 
those under plan A. 

Mr. Carnes. All right. 

Fine. Continue on, Mr. Hughes. 

Mr. Hvueurs. Now, with respect to the third major difference be- 
tween the 2 plans, I think the essence of that difference can be ex- 
pressed in a question, or perhaps 2 questions, which would go some- 
thing like this: 

What is the Government’s responsibility to nondependents who 
suffer the loss of a spouse, say, or a father from service-connected 
causes ? 

And perhaps a second, collateral question: Does the Government 
have a responsibility to continue to provide the insurance or indem- 
nity type elective benefit that it has provided for a period of 30 to 40 
years ? 

The indemnity feature of plan A was established with the past 
precedent in mind of long-established insurance and indemnity pro- 
grams and also with the fact in mind that in earlier testimony before 
the committee many groups expressed strong interest in and strong 
arguments for this type of elective benefit. 
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We would recognize that it adds to the complexity of the system 
that is established, but we do not feel that it adds unduly to that com- 
plexity. 

We do not feel that it works hardship on the survivors. Certainly 
the hardship is no different from the hardship that would be imposed 
if the serviceman were alive. 

I think that by an example or two I can illustrate the parallel be- 
tween the existing serviceman’s indemnity, and the proposed indem- 
nity compensation. 

The principle involved here is not new. What we are trying to 
do is continue a principle which has been a characteristic of the law 
for a substantial number of years. 

If we could take the case of a widow under existing law: She 
would be entitled to $87 in death compensation from the Veterans’ 
Administration, plus probably $92.90 in indemnity payments. 

If the serviceman had elected to give the $92.90 to another sur- 
vivor, she of course would have left only the $87. 

In considering the components of the new plan, it seemed to us 
reasonable to continue the elective feature and permit the man to 
designate $50 of his total VA: benefits to perhaps a nondependent for a 
limited period of time, but at the same time we tried to insure the 
widow of an adequate minimum and guaranteed, therefore, a mini- 
mum of $100. 

So that to draw the parallel between the existing law and the pro- 
posed plan, whereas the widow under existing law would have a 
minimum of $87 if the serviceman elected to give the $92.90 to another 
survivor, under the proposed plan she would have a minimum of $100, 

The probability under either circumstance is that she would have 
the indemnity as well as the compensation part of the benefit. 

We do not regard the situation that she would be in as substan- 
tially different from the situation of the serviceman when he is 
alive. 

He has a total income which is paid to him. He must elect within 
some limits the distribution that he is to make of that income and 
decide how much of it is to go to his parents if they are truly de- 
pendent, how much of it is to go to his widow, children and so on. 

We feel that this is a reasonable adaptation of that principle to the 
survivor-benefits problem. 

Mr. Carnes. As contained in plan A? 

Mr. Hugues. That is right. 

Mr. Harpy. Do you consider, Mr. Hughes, that actually this $50 
proposition really can properly be considered as an indemnity, with 
the restrictions that you put on it? 

I have a hard time distinguishing between it and compensation, the 
way this thing is drawn up. 

Mr. Hucues. Well, all the indemnity and insurance proposals that 
the Government has had have had some restrictions around them. I 
think there is an important question of degree involved here. Per- 
haps, the restrictions on this particular indemnity approach are too 
great. 

We did not feel so and do not now. 

I think that it can be properly characterized an indemnity because 
the individual can designate to whom it shall go. 

Mr. Carnes. But within a limited class? 

65018—55——-8 
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Mr. Hucues. That has always been true, Mr. Carnes. It is true 
under the existing indemnity and it was true even under the national 
service life insurance. 

Mr. Harpy. Yes; but it is further restricted under this proposal? 

Mr. Hucues. That is correct. 

Mr. Carnes. And it is even more restricted under proposal B than 
under proposal A ? 

Mr. Hucues. There is no indemnity under proposal B. 

Mr. Carnes. That is right. I am thinking about the class of bene- 
ficiaries. 

Mr. Hueues. The question basically is whether there is to be an 
indemnity, an elective type benefit provided. 

We feel that there is some merit in an elective benefit, that while 
there are certain gains and certain losses from the provision of an 
elective-type benefit, on balance we feel there is merit in including it. 

We do not think it unnecessarily complicates the benefit picture 
because the cases can be adjudicated as a unit. 

In most instances, a single check can be written to beneficiaries. 

Mr. Carnes. To what extent does the Bureau of the Budget see 
mars, x retaining the indemnity for the sake of providing an offset 
vehicle? 

Mr. Hucues. I think the indemnity provides the mere comparable 
program for offset than would an offset against the compensation 
program. 

I don’t think it is an essential for offset purposes, as the General 
Accounting Office has indicated. 

We feel the offset could be applied against the dependency com- 
pensation and should be applied, if that is the only source of appli- 
cation. 

Mr. Carnes. Well, as we talk about plan A in retaining the in- 
demnity—and you are very familiar with how these Government 
agencies operate—do you think this would be two entirely separate 
operations between the Veterans’ Administration just as it is today, 
or do you see any possibility of integration between the two if it were 
retained, the indemnity program? 

Mr. Hucues. We believe there is a possibility of integration be- 
tween the two. 

Mr. Carnes. Such as one adjudication and one check, maybe? 

Mr. Hueues. That is right, if the eligibility requirements are the 
same one adjudication could take care of it. 

In those instances where the beneficiaries were the same, one check 
could take care of it. 

Mr. Harpy. And certainly one application? 

Mr. Hugues. That is right. 

Mr. Carnes. All right, sir. 

I think—you raised a couple of questions a minute ago, you have 
not answered. You said what is the Government’s responsibility? 

Mr. Hueues. Oh, I think that is the crux of the question. I tried to 
answer it. We feel that an elective indemnity-type benefit is appro- 

priate. 
We have set certain restrictions on it which, as you pointed out, 
are more stringent than the restrictions under the existing law. 

Mr. Harpy. You were not talking about indemnity, were you, when 
you were talking about what is the Government’s Sespoustbility and 
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whether we should pos the programs that have been in existence? 
Mr. Hugues. I think 


Mr. Harpy. The indemnity I appreciate was a part of this long-time 
system that we have had. 

’ Mr. Hueues. The question that I meant to raise was whether the 
Government had a continuing responsibility to provide an elective type 
of benefit. 

Mr. Harpy. Oh, that was what you had in mind? 

Mr. Hugues. Yes, sir. 

Mr. Harpy. O. K. Do you have any other differences? 

Mr. Hugues. No. Those are I think the three essential differences 
between the two plans. If I might make 1 or 2 more comments with 
respect to this postservice problem under plan B. 

The rinciple of plan A is that the indemnity protection should 
drop off 120 days after the man leaves his active service. And the 
benefits payable to the survivors of veterans, therefore, would be lim- 
ited to the OASI protection to which they would be entitled and the 
VA dependency compensation. 

The additional $50 of indemnity compensation payable for inservice 
ice deaths would be met in part and we think substantially equitably, 
through the availability to the veterans of either the service-disabled 
insurance, if he is a disabled veteran, or the special term insurance. 

Under the plan B approach, the indemnity component of the total 
survivor package or rather its equivalent in cash would be continued 
during the postservice period, and the veteran would be eligible in 
addition to apply for the service-disabled insurance, which would put 
him in somewhat preferred status as compared with the inservice case. 

We do not think that would be desirable. 

Mr. Carnes. You mean if a man took out the Government insurance 
within the 120 days that he is allowed to take it out—— 

Mr. Hueuers. He has an indefinite period for the service-disabled 
if he is a disabled veteran. 

Mr. Carnes. Yes, but where do you think the inequity comes? 

Mr. Hugues. Well, if the man is in service and dies service-con- 
nected he would receive from VA the indemnity plus the dependency 
compensation, period. 

If he dies postservice, under plan B, he would receive the same 
benefits that he would receive inservice plus a subsidized benefit from 
the service-disabled veterans’ insurance program. 

Mr. Carnes. You mean he would receive the $92.90 if he died within 
120 days after leaving the service? 

Mr. emarid No, sir. 

Mr. Carnes. I do not follow you. 

Mr. Hugues. I am talking now about plan A versus plan B. Under 
plan A, taking the E-1: He would receive $75 in dependency compen- 
—— plus $0 indemnity compensation or his survivors would, 
rather, 

Under plan B he would receive a lump sum of $125 in compensation 
payment. 

Postservice under plan A: The veteran would receive only the $75 of 
dependency compensation after the 120 days had elapsed, the $50 
indemnity payment being substituted for by the service-disabled vet- 
erans’ Insurance. 

Mr. Carnes. And if he did not take that out he would 
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Mr. Hueues. He would be without that benefit but under plan B, 
the veteran would be entitled to the $125 benefit plus the service- 
disabled, subsidized service-disabled insurance if he elected to take 
it out. 

Mr. Harpy. What you say then there probably ought to be another 
offset ? 

Mr. Hueuers. We believe there should be an adjustment if the plan 
B approach is :dopted. 

Mr. Carnes. If the man had the service-disabled insurance that he 
had taken out and died of a service-connected cause—— 

Mr. Hueues. Yes. 

Mr. Carnes. Wouldn’t there be an offset against that $125 which 
his survivors would be entitled to under plan B ? 

Mr. Hueues. Not as I read it. 

Maybe that was intended. 

Mr. Carnes. I think in the staff group that was the intention. It 
may have been an omission. 

Mr. Huaues. In any event, we think the veteran’s benefits should be 
not greater certainly than the serviceman’s benefits. 

Mr. Carnes. I think that is a point well made. 

Mr. Hueues. And we would feel as a matter of fact that equity 
would be achieved if the service-disabled insurance were substituted 
for the indemnity, as is the case in plan A. 

Mr. Harpy. Only under plan B you would not have any indemnity 
as such to substitute for? 

Mr. Hueues. That is right. 

Mr. Harpy. You would have to have an offset ? 

Mr. Hucnes. That is right. 

Mr. Carnes. All right. Suppose you proceed, Mr. Hughes. 

Mr. Hueues. I think those were all the comments that I had to 
volunteer. If there are any questions I will be glad to try to answer 
them. 

Mr. Carnes. I would like to ask one question about this fully ad- 
ditive. That was the first point that you raised, making the social- 
security retirement benefits fully additive to the present military re- 
tirement benefits. 

To your knowledge, has there been any pressure or any bills intro- 
duced in the last 5 or 10 years to increase the retired pay of military 
personnel as they become age 65? 

Has that been something that the veterans—I mezn the services have 
been advocating ? 

Mr. Hucues. I am not acquainted with the retirement field as such. 
I got into it in this case through the veterans’ benefits field. 

Mr. Carnes. I mean to your knowledge there has been no pressure 
along that line? 

Mr. Huenes. I am not familiar with it. But I am not qualified to 
comment on that. Perhaps the defense folks could comment. 

Mr. Carnes. By insisting the social security be fully additive. in 
essence then that is what they are advocating, that the need at 65 
pecomes greater than it was before. 

However, if that argument had a great deal of validity to it, it seems 
to me over a period of time there would have been some pressure 
having built up to increase the military retirement an additional |!) 


or 


th 
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or 15 percent, or by some means, at age 65, which would carry forth 
this philosophy. 

If you follow my point there ? 

Mr. Hucues. Yes, sir. 

Mr. Bares. Of course it is increased when you increase the pay ¢ 

Mr. Hueues. Yes. 

Mr. Bares. When the active-duty scales increase, your retirement 
pay automatically goes up. 

[ think another thing has entered the picture in the last year and 
that is the COA. 

Mr. Huenes. Yes. 

Mr. Bares. A lot of them, when they contemplate taking a reduced 
annuity for themselves, just give up the entire plan. But it does have 
an impact upon the retirement benefits. 

Mr. Huenes. Yes. 

Mr. Carnes. Mr. Hughes, when you talked about the rate structures 
under plan A and plan B, as plan B being higher in the lower enlisted 
grades—— 

Mr. Hvenes. Yes, sir. 

Mr. Carnes. You did not make any real definite statement as to 
the Bureau’s position on the rate structure in either plan ? 

Do you think that the rate structures in the two plans are reasonable 
or excessive? I wonder if you would elaborate a little bit as to what 
the Bureau’s position is as to the rate structure stated in those two 
staff plans. 

Mr. Huenes. I think, first, I should say the Bureau in general 
prefers the rate structure in plan A to that in plan B. 

Our preference stems from the fact that we believe that the relation- 
ship between the benefits provided and pay is more appropriate than 
in plan A. 

The plan B. establishes a pay relationship with reservations and 
modification in various categories. 

The only real pay relationship is in the widow’s benefit. And even 
there it is a relatively restricted relationship. 

In plan A, of course, the pay relationship is likewise restricted— 
but not as much so—and we believe is generally a more appropriate 
one. 

Mr. Harpy. Mr. Hughes, Mr. Carnes asked you a moment ago if you 
knew of any serious consideration to adjust the military retirement 
program ? 

Three or four years ago we did have a bill up here, and before 
Mr. Kilday’s subcommittee, providing for a contributory system of 
survivor benefits. 

You were familiar with that bill, I think, were you not? 

Mr. Hueues. In general, yes, sir. 

Mr. Harpy. Well, that bill related only to survivor benefits and it 
proposed a contributory approach which at least in that respect had 
some similarity with OASI as a contributory system. 

Mr. Huenes. Yes, sir. 

Mr. Harpy. We have had some discussions, in the course of some 
of our discussions on this general subject, of the possibility of sep- 
arating out the retirement features from the survivor-benefits fea- 
tures of the old-age and survivors program. 
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Have you given any thought to that, as to the feasibility of it? 

Mr. Hucues. We have given some thought to it and have discussed 
it to some extent with the people from the Bureau of Old-age and 
Survivors Insurance. 

We have not been able to see how it could be achieved. In any 
event it seems to us that the separation would present more problems 
and obstacles than would an integration of the survivor-benefits pro- 
gram and the retirement program with social security. 

Mr. Harpy. Well, that may be. 

I am in no position to either accept or oppose that—— 

Mr. Bares. Reject ? 

Mr. Harpy. Reject that philosophy at the moment. 

Mr. Hucues. Well, I think there is a large element of conjecture in 
it. I made it as a statement of judgment and did not intend it as 
more than that. 

Mr. Harpy. I understand. 

I am more concerned right now on the mechanics of separation than 
IT am of the ultimate effects on the retirement complications after a 
period of service, which I think must have been the basis for your 
judgment that the other effects would be serious. 

But certainly there could be no serious active area of problems in 
separating the two functions of social security, could there? 

Mr. Hucues. I believe there would be, sir. 

The problem of separating the tax rates and of-——— 

Mr. Harpy. Well, in order to arrive at an actuarial basis of making 
the contributions, of determining what the contributions should be, 
you have to evaluate those two factors, haven’t you? 

Mr. Hugues. I think so, but with the system as a unit, some portions 
of it tend to merge, and I think it is difficult to separate the two of 
them. 

I am not very well qualified to discuss this, but I think the separation 
of the survivor rate from the retirement rate poses some problems 
and it also—due to the fact that it would restrict the size of the sep- 
arated systems—would pose some problems with respect to reserves 
and so on. 

Mr. Harpy. It would seem to me that in arriving at a rate to sup- 
port the program you would have to do it through a combination of 
the two programs and the costs of each, rather than arriving at a rate 
for the whole thing. 

Mr. Hugues. I am sure the Department of Health, Education, and 
Welfare and the Bureau of Old Age and Survivors Insurance have 
some information on the separate rates because we have discussed the 
portion of the total tax rate which is allocable to retirement and sur- 
vivor benefits. 

Mr. Harpy. I think we will probably want to pursue that with 
them. I thought maybe you had some figures on that. 

Mr. Huaues. No, sir; I do not. 

Mr. Kean. Along that line—— 

Mr. Harpy. Mr. Kean? 

Mr. Kean. If you had your offset, what would your soldier think 
who would have been contributing his 2 percent, which covers both 
the survivors insurance and retirement insurance ? 

Then in effect, owing to the fact that the VA said “We won’t pay 
you so much because you are getting social security,” the soldier would 
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think he was not getting his benefits for that 2 percent which he was 
paying for. 

Mr. Hueues. Well—— 

Mr. Kean. That is the principle according to plan B, what I am 
talking about. 

Mr. Hucues. Yes. 

Mr. Kean. One objection that I could see to the offset ¢ 

Mr. Hvuenes. I think offsets in general are more difficult approaches 
to develop satisfactorily for everybody concerned than an additive 
system where the two components balance. 

Mr. Kean. You can see my point. He is paying his 2 percent and 
he is not getting his money’s worth. 

Mr. Carnes. Mr. Hughes, by the same token are you saying that 
the savings involved do not justify the administrative task as well as 
the burdens of perhaps considering an offset ? 

Mr. Hueues. I think in general an offset approach is a more com- 
plicated approach and more expensive administratively than is an 
additive approach. 

In making the offset every single case must be routed through two 
agencies to determine the availability of the benefits. 

Mr. Carnes. I think you will recall when the staff group was work- 
ing, it was never the intention of the staff group, subject to the direc- 
tions of the committee, to try and make its thinking or any of the 
proposals which have been presented in any sense an economy measure. 

Mr. Hueues. That is right. 

Mr. Carnes. By the same token, however, as certain provisions 
were liberalized, such as the VA compensation in plans A and B, it 
was realized that perhaps there would have to be some compensating 
adjustments at other sinewe along the line to justify this rather ex- 
treme liberalization in the certain areas. 

And one of the places where a portion of this excess cost could be 
recouped was in the reduction of the cost of the totally tax-supported 
military retirement system by having this 50-percent offset. 

Are you saying now that the amount that soda be saved by having 
the 50-percent offset is insignificant so to speak, to the administrative 
burdens and chores that may come up in regard to trying to effect 
the offset ? 

Mr. Huenes. No; I certainly did not intend to say that. 

Mr. Harpy. Then you must be saying then that the military re- 
tirement program is not a proper program ? 

Mr. Hucues. No; I did not intend to say that either. [Laughter.]} 

Mr. Harpy. It is one or the other, I do not know which. 

Mr. Hucues. I think the question was raised as to the appropriate 
relationship between social security and existing systems of benefit, 
both on the survivor and the retirement side. 

The chairman inquired as to whether we had considered the pos- 
sibility of separating the survivor features of OASI from the retire- 
ment features in order to avoid the retirement problem. 

_ The answer I tried to give was that I thought the problems of 
integrating the two systems properly were less than those of sepa- 
rating OASIT survivorship from retirement. 

Mr. Harpy. I believe Captain Martineau has a contribution he can 
make to this subject. Did you want to say something? 
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Captain Marrineav. I am just reminding Mr. Hughes of the 
Kaplan committee’s recommendations there. 

Mr. Hugues. I think the committee is pretty well aware of the his- 
tory of the additive recommendations. The position that I am trying 
to maintain is perhaps not too easy a one. 

Mr. Harpy. You are doing a pretty good job at it, though. 

Mr. Hucues. The President has made his own statement on this 
subject. I only wanted to indicate that I think the President, the 
Bureau of the Budget, and the committee are interested in a sound 
system of benefits for survivors and veterans. 

Mr. Harpy. That is right. 

Mr. Hueues. And we are happy to work toward the achievement 
of this objective. 

Mr. Harpy. I think all of us are certainly in agreement on that 
point. That is an objective that everybody is trying to accomplish. 

Mr. Carnes. Mr. Hughes, so we can get a definite statement from 
you now, it is your opinion or the opinion of the Bureau of the Budget 
that plan B, generally speaking, would be more expensive than plan A. 

Mr. Hugues. It certainly would be more expensive as far as the 
veterans are concerned. 

I could not say at the moment whether it would be more or less 
expensive or overall. I think it might well be more expensive, but I do 
not know. 

Mr. Carnes. Well, you are inclined to think it may be more ex- 
pensive ¢ 

Mr. Hucues. Yes, because of the additional veterans’ cost. 

Mr. Carnes. You do not feel 

Mr. Harpy. You mean the additional costs as a result of election 
by people who are now on the dependency rolls? 

Mr. Hueues. Not only those, sir, but those who will continue to 
become eligible for survivor benefits as survivors of veterans rather 
than of servicemen. 

Mr. Harpy. Yes. 

Mr. Carnes. You do not feel, then, even as you make that state- 
ment, that the restrictive language that has been suggested in staff 
plan B on parents, dependent parents, or nondependent parents, 
rather and nondependent brothers and sisters—you do not feel that 
even those restrictions would enable the cost of plan B to be kept in 
such limitations that it would be essentially the same or less than 

lan A? 
, Mr. Hueues. Well, both plans A and B visualize at this time tight- 
ened requirements for those benefits that are contingent upon a de- 
pendency status. 

Mr. Carnes. But plan B is much more restrictive in its language? 

Mr. Hueues. No, sir; I do not believe it is. 

Mr. Carnes. I thought that that was 1 of the 3 basic—— 

Mr. Huaues. I think the language is identical. 

Mr. Carnes. I thought that was one of the three basic differences 
that Mr. Eckert pointed out in his testimony. 

Mr. Hucues. No. I believe the difference he was emphasizing was 
the absence in plan B of a benefit for nondependents, the indemnity 
type benefit. 

Mr. Carnes. Yes. All right; with that saving factor? 

Mr. Hucues. Yes. 
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Mr. Carnes. Do you still feel that plan B will be equally or more 
expensive than plan A? 

Mr. Hueues. I just do not know. I think plan A would cost more 
by virtue of the benefits paid to nondependents for the 10-year certain 
eriod. 

Plan B, on the other hand, would have certain added expense be- 
cause of the inclusion of an additional amount in the postservice 
period. 

Mr. Carnes. All right. 

Mr. Hueues. I just do not know how those would balance out. 

Mr. Carnes. Plan A continues to make some payments to nondepen- 
dent parents; plan B does not? 

Mr. Hueues. That is right. 

Mr. Carnes. They are two essential differences. All right, let me 
ask you this final question. 

Of the two plans in general, then it is the position of the Bureau of 
the Budget that they support plan A ? 

Mr. Huceues. That is correct. 

Mr. Carnes. Are there any features of plan B that you would sub- 
stitute for those features contained in plan A, or do you desire to 
subseribe to plan A as it has been proposed ? 

Mr. Hugues. Well, I do not think that the Bureau or the admin- 
istration wants to subscribe to any particular plan without change, 
without the possibility of change. 

In general, however, at the moment, I am not aware that any of the 
three essential differences between the two plans should be incorpo- 
rated in plan A, so far as the administration 1s concerned. 

Mr. Harpy. In substance, the Bureau of the Budget supports plan 
A subject to modification and improvements as we go along? 

Mr. Hueues. That is correct. 

Mr. Bares. That is between A and B? 

Mr. Hueues. Yes, sir. 

Mr. Bates. We have not had an opportunity to look at this C yet. 

Mr. Hueues. Neither have I. 

Mr. Bares. You have not seen it either? [Laughter. ] 

Mr. Carnes. That is all, then. ’ 

Mr. Bates. Do we understand, then, that of all the plans which 
you have seen thus far that you subscribe to A in preference to any 
other plan that we have looked at so far? 

Mr. Hueues. Yes, sir; generally speaking, that is right. 

Mr. Harpy. While you have not looked at plan C, you are generally 
familiar with what it contains or the approach it makes, we will put it 
that way? 

Mr. Huenes. Yes, sir. 

Mr. Harpy. And you are not in a position right at the moment to 
accept that approach ? 

Mr. Hueues. No, sir. 

I am sure we would prefer the plan A approach. 

Mr. Bates. Do I gather you have pretty well abandoned hope of 
coming up with a real, simple program ? . 

Mr. Hueues. Well, I would like to comment on that a little, if I 
may. 

This is not a real simple problem, as I am sure the committee knows. 

That makes it very difficult to come up with a real simple solution. 
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But I believe that in its administration neither plan A or plan B 
is as complicated as it appears under the circumstances of very detailed 
consideration. 

I think the administration of either plan is fairly simple. 

I do not think there is much to choose between the two. 

In either instance, there are essentially two programs, an OAST 
program and a veterans’ program. 

In the plan A instance the veterans’ program has 2 parts, but they 
could be administered as 1. 

And I do not believe that it would prove confusing from the 
standpoint of the survivors who would be confronted with the problem 
of applying for benefits. 

Mr. Huaeues. I do not think that any equitable solution to this 
problem that is more simple can be developed. I am not aware of any 
at the moment. 

Mr. Harpy. You are not willing to come up with that conclusion 

et ? 
“ Mr. Hucues. No;Iam not. I want to modify that a little. 

Mr. Bates. That is my original question. 

Mr. Hucues. I am not aware of any simpler solution. 

If the plans can be simplified with equity maintained, I am certain 
we would interpose no objections. 

Mr. Bates. That is safe enough, Mr. Hughes. 

[ Laughter. ] 

Mr. Harpy. Mr. Kean, you have anything? 

Mr. Kean. No, sir. 

Mr. Harpy. You have anything, Mr. Carnes? 

Mr. Carnes. No, sir. 

Mr. Harpy. Mr. Hughes, we surely do thank you. 

You really handled yourself nicely on those last ones. 

Mr. Huceues. I am not so sure. 

Mr. Harpy. You slid back into second base. 

Mr. Carnes. Let’s have the Veterans’ Administration. 

Mr. Harpy. Thank you so much, Mr. Hughes. 

Mr. Hueues. Thank you. 

Mr. Harpy. Now I would like to have some similar approach to 
these two plans from Veterans’ Administration. 

Will you folks come forward ? 

Mr. Birdsall, are you going to bring some cohorts up with you! 

Mr. Brrosatu. Yes, sir. 

Mr. R. P. Bland and Mr. Donald C. Knapp. 

Mr. Harpy. Fine. 

Mr. Carnes. Mr. Chairman, I would like to make one observation, 
with your permission, before Mr. Birdsall starts testifying. 

Yesterday afternoon, when the staff group that we have been work- 
ing with met again to take a final look at plan C, the question Mr. 
Bates raised this morning and which has repeatedly been raised was 
discussed among the staff group of a simple plan. 

Some of the staff felt that maybe some of the confusion which has 
come about is the result of the staff group trying too diligently to 
present to the committee all of the ramifications and alternatives and 
possible solutions to this thing. 
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And some of them had concluded that perhaps we had said too much, 

that the staff group had said too much, in advocating these different 
plans. 

And so the confusion that has arisen has arisen out of a desire to have 

the committee fully aware of all of the pitfalls that may exist. 

Mr. Harpy. Let me disabuse any members of the staff of any such 
justifiable conclusions. ‘The committee fully appreciates the complex- 
ity of this matter. But I don’t think we have any hope of arriving at 
any simple solution if we are going to hide any of the possible com- 
plexities. 

I think we have to get them all out here and take a look at them. 

But I am not yet willing to say that in this task group there are not 
brains enough to tie all of these complexities together and come up 
with a simple answer. 

We have not done it yet. But I think we have to get all this stuff 
out before us and then try to cut through this maze of confusion and 
see if we can’t come up with something simple. 

I do not want us to bury a single little facet that is going to present 
itself in the administration of a program. 

If we don’t see them or if we do not look at all we can find, then 
we are liable to be confronted with an unexpected situation later on. 

And whatever solution we present might bring results that had not 
been anticipated. It is going to be hard to avoid that. 

Mr. Bates. The only reason I brought that question up, of course, 
Mr. Chairman, was the fact that originally when we got into this 
matter we were amazed at the number of different agencies and com- 
mittees in the Congress that had jurisdiction over this problem. 

I was certainly hopeful we would be able to come up with some pro- 
gram which would limit that jurisdiction in some respect, and also 
not only from the administrative point of view but also from the point 
of view of the survivors, that they could look at something and say 
“This is what I get,” without needing a Philadelphia or a Massachu- 
sets lawyer to determine it for them. 

Mr. Harpy. Well, I think I will make one more observation, in the 
light of that. 

Now the Congress frequently is the hardest agency of all Govern- 
ment to ever make a sensible approach to a thing. Now we have 
succeeded in tying together the jurisdiction of at least 5 committees of 
the House and thus far at least we have the support of all 5 of the 
committees. 

Mr. Bares. True. 

Mr. Harpy. So if the House of Representatives, with all of the 
cross currents of jurisdictional arguments that we usually have, can 
do that through the approval of this select committee, then a small 
zroup of experts like these gentlemen we have here from the Veterans’ 
Administration, participating with other fair-minded and objective 
thinking people from all these other oT are bound to come up 
with a simple answer on this serious problem. 


Mr. Bares. Mr. Chairman, last night I was thinking about this, and 
I thought we have already gone down the road pretty far, as far as 
being able to determine an equitable program. 

I think a lot of the inequities which existed in current programs 
have fairly well been resolved in many areas. 
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Mr. Harpy. At least we have them where we can look at them. 

Mr. Bares. We know what the situation is and I think we could 
come up with a program even today which would remove most of the 
inequities which caused us concern originally. 

But the thing I wanted to face squarely was the fact that in our 
statements on the floor previously we have indicated the number of 
bureaus and the number of committees in the Con 

And if we can’t come up with a real simple program, then I think 
we ought to be able to tell the ae exactly why. And that is the 
reason why I constantly try to push this particular point. 

Mr. Harpy. I tell you what. I am going to keep on pushing that 
point, because I am going to keep on hoping we are going to find 
something. 

Mr. Bares. I do not know whether I am behind you or in front of 
you, but I am with you. 

Mr. Harpy. All right. 


STATEMENT OF GUY H. BIRDSALL; ACCOMPANIED BY RAY P. 
BLAND; AND DONALD C. KNAPP, REPRESENTING THE VETERANS’ 
ADMINISTRATION 


Mr. Brepsati. Mr. Chairman and members of the committee, I have 
no prepared statement for distribution, but do have some very perti- 
nent notes I feel that have to do with the two plans, A and B, for gen- 
2ral comment. 

Mr. Harpy. That is fine, Mr. Birdsall. 

Mr. Brepsauu. If there is no objection, Mr. Chairman, I would 
briefly discuss it by subjects, the first one being death gratuity. 

We have no jurisdiction over that subject matter but felt probably 
that we should place into the record something on the subject that 
might be of some assistance. 

Mr. Harpy. Thank you, sir. 

Mr. Birpsaty. While the Veterans’ Administration would have no 
part in administering the 6 months’ death gratuity and has no connee- 
tion with that program at present, it is our feeling that the changes in 
the program recommended by both plan A and plan B are generally 
sound. This payment is presently related to the pay received by the 
serviceman at the time of his death and would continue to be so related 
under these proposals. 

At present it is 6 months basic pay and under plans A and B it would 
be 4 times the gross pay, subject to a ceiling of $3,000. 

We think this is proper because the payment is intended to pro- 
vide an emergency fund to take care of the immediate and temporary 
readjustment problems of the widow or other eligible Seas imal 

These problems arise to a large extent from the standards of 
living and because of the amount of income which was regularly 
depended upon at the time of the death of the serviceman. 

Consequently, this aspect of the gratuity payment should not involve 
any controversy such as could be raised by the introduction of rank 
as a factor into the system of continuing payments of death com- 
pensation. 

The limitation of beneficiaries for the death gratuity to those having 
a direct claim for this kind of assistance, by contrast to the rather 
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loose test of “insurable interest” now applied to all types of bene- 
ficiaries, is also sound, in our opinion. 

The widow, children, and dependent parents certainly should be 
entitled to this benefit as having prior claim on the support of the 
serviceman. 

We think that some consideration might even be given to qualifying 
nondependent parents for the full amount of the gratuity rather 
than just one-half as proposed. There are doubtless many, many 
cases in which the parents, though not dependent, have invested a 
great deal in the son who has entered the military service and have 
even made sacrifices in his behalf. 

Further, they may frequently face the problem of taking care of 
any unsettled accounts or indebtedness which may exist following 
the death of the son in the military service and should not be forced 
io take care of these matters out of their own resources. 

It is suggested that a possible relaxation of plan A or plan B 
io the limited extent of including nondependent parents for the full 
amount of the gratuity where there is no widow be carefuly explored 
by the committee. 

If the committee should decide to make this change, it may wish 
to consider whether there is any sound justification for the provi- 
sion that in the absence of the widow, children, or parents, any other 
person may qualify for one-half of the payment if he can show an 
insurable interest. 

Considering the purposes of this benefit, we doubt that it should 
be extended to collateral kindred and others who have no direct claim 
on the deceased serviceman. 

As to dependent brothers and sisters who are minors, the proposed 
indemnity payments which would continue until the brother or sister 
reaches the age of 18 and, therefore, would cover a considerable period 
in many cases, should be an adequate recognition of the obligation of 
the Government to this group. 

It may also be observed that the limitation of the eligible group 
to widows, children, and parents, without regard to actual coun nm 
would serve to expedite payment of this benefit in every instance 
and thus achieve its immediate purpose, without the delays incident 
to determination of dependency and insurable interest. 

Mr. Bates. Mr. Birdsall? 

Mr. Brrpsauu. Yes. 

Mr. Bares. At that point, I would like to congratulate you on 
passing comment on something which is not entirely within your 
jurisdiction. 

You remember at the hearings last November and December, I 
asked you questions concerning things which were not within your 
jurisdiction and you felt you were not free to invade someone else’s 
territory. 

It was my feeling then as chairman that we ought to work as a 
team, and I know of your long experience here on the Hill in reference 
to these matters. 

Mr. Brrpsauu. Yes, sir. 

Mr. Bares. And I feel that we are missing a lot of talent and ability 


if we all did not work together and help each other out on a common 
problem. 
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Now, in reference to the parents securing, these nondependent par- 
ents securing, this death gratuity, last night I asked a-father who 
had two men in the service just what his views were on this particular 
point. 

And initially he did raise up the fact that he had sent the boys 
through college. Well, then, I pushed it a little bit further and I 
said, “Well, we have only so much money in this total pot. Now 
it is a question of where should the money go.” 

Well, it was his ultimate feeling that it would be better to give 
the funds where the need is evident, rather than to give it to someone 
like himself even though he might have made that investment. 

Mr. Brrpsatn. Well, of course we are thinking—I want to say that 
ideas have been developed through these various studies and meet- 
ings, and Mr. Bland and Mr. Knapp are working along on these 
studies. 

I thought enough of this point on nondependent parents to at least 
put it in there. 

I think one of the things you may want to consider is that there 
are a large number of cases where the parents really can ill afford 
to re of the obligations of indebtedness that may have been 
incurred. 


So there would be, I assume, a considerable number of cases where 


that would be a very fine consideration on the part of the Federal 
Government to not split hairs and cause the administrative action 
that has to be taken in connection with the other two criteria. 

That was the only thinking there, Congressman. 

Mr. Bates. Well, I thought enough of the point to ask the question 
last night. 

Mr. Brrpsatu. Yes, sir. 

Mr. Bares. So I am glad you raised it today. 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. Mr. Birdsall, as you proceed on with your statement, 
as you complete each of the sections, 1 wonder if you would pause and 
sort of recap for us where we are, or where the Veterans’ Administra- 
tion stands on that particular section, and give us a chance to ask 
questions. 

Mr. Brrpsatu. We concur in this principle of the death gratuity. 

Mr. Carnes. Yes, sir. 

Mr. Chairman, the point that Mr. Birdsall made in your absence 
was that while plan B advocates that only one-half of the 6 months’ 
death indemnity, or the 4 months’ gross pay as it now stands, be paid— 
only one-half be paid if the parents were nondependent or if a brother 
and sister are nondependent. 

He is saying those parents do have an obligation maybe to pay deaths 
or something else =a if he feels splitting hairs to differentiate on that 
particular benefit—— 

Mr. Harpy. That is—— 

Mr. Carnes. Four months’ gross pay now. 

Mr. Harpy. Yes. 

Plan B recommended pay only half of that amount. 

Mr. Carnes. And he is saying he thinks the full amount should be 
paid even to nondependent parents. That is the point he made. 
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Mr. Brrpsauu. Some of the costs, Mr. Congressman, that we thought 
about this—you would have some savings by eliminating the collateral 
kindred which we suggest there. 

Mr. Carnes. Such as brothers and sisters? 

Mr. Brrpsatu. Yes. 

Mr. Harpy. And you take the position, then, they would not have 
to look out for any debts or responsibilities of the serviceman ? 

Mr. Brepsauu. Less likely, Mr. Chairman. 

Mr. Harpy. That is probably correct. 

Go ahead, then, Mr. Birdsall. 

Mr. Brrpsaty. The next is the OASI coverage. 

In our report filed with the select committee last fall, we expressed 
some misgivings about the effects of extending social security to per- 
sons in the military service on the basis now proposed. These mis- 
givings consisted in part of the fact that this step would necessarily 
call for material adjustments in the basic compensation program and 
partial displacement of that program by a system of benefits which 
applies to the entire working population and gives no special consid- 
eration to veterans. 

Both plan A and plan B in fact call for such an adjustment, prin- 
cipally with respect to situations in which there are children in addi- 
tion to the widow, and in these cases there would be no additional 
amounts of compensation provided for the children who would be 
taken care of solely cheouats the social-security payments. The pos- 
sible effects of this type of action on other programs for veterans were 
also suggested, notably with respect to pension for non-service-con- 
nected disability or death. 

There has also developed during the studies with the committee 


some apprehension as to the practical effects of social security on the 
average serviceman who would be required to contribute a minimum 
of $4 per month into the fund. 

As previously suggested, this very ey would lead to pressures 


for an increase in military pay to o 
security contributions. 

Whether the average serviceman will benefit in terms of enhanced 
social security retirement benefits or added protection for his de- 
pendents to an extent commensurate with the amounts of his contribu- 
tions is somewhat speculative. 

The average service period is 3 years or less. Many of the persons 
involved are under 22 years of age when they enter the service and 
it may thus be cape that the so-called dropout provisions of the 
Social Security Act, including the 5-year dropout after age 22, would 
provide a considerable safeguard against the hiatus in employment 
coverage for noncareer personnel of the military service. 

On the other hand, there will undoubtedly be a great many in- 
stances in which it will be desirable to save the 5-year dropout for ap- 
plication to later periods of temporary uncovered employment. 

_Further, the problem would remain, in the absence of social secu- 
rity coverage, with respect to career personnel who may not have had 
an opportunity prior to death in the service or prior to reaching age 
65 to attain an insured status for purposes of social security benefits. 
This latter question goes, of course, to a very small percentage of the 
total group affected. 


set the amounts of these social 
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A determination was made by the President some time ago, and an- 
nounced in his state messages, that from the standpoint of the admin- 
istration it was desirable to have full social security coverage on a 
participating basis extended to those in the military service. 

We appreciate the reasons for this policy, including the desirability 
of carrying out in full measure the objective of the social security 
program to cover every segment of the working force of the popula- 
tion. 

The Veterans’ Administration has regarded this as a very difficult 
question but believes that there is considerable justification for the 
policy which has been thus crystallized by the President and we cer- 
tainly do not propose to take before this committee a position in op- 
position to that policy. 

The foregoing remarks on this subject have been made largely for 
the purpose of bringing together a chronological record of the think- 
ing within the executive branch which has developed over a period of 
time with regard to this somewhat troublesome aspect of the survivor- 
ship study. 

That is—— 

Mr. Harpy. In other words, after a further study, you all have 
brought yourselves around to adopting the President’s recommenda- 
tion ¢ 

Mr. Birpsati, We say that we had factors that we thought were 
probably adverse and we recognized the fact. And the policy hav- 
ing been determined, we believe that we cannot question that policy 
before the committee. 

Mr. Harpy. You demonstrate your flexibility ? 

Mr. Brrpsauu, Yes, sir. 

Mr. Carnes. You state here that the President has an announced 
policy on this. Do you think that the President or his advisers who 
determined this announced policy were fully aware of the reservations 
that you had before you mentioned the endorsement ? 

As I understand it, Mr. Birdsall, it is a question for social security, 
but maybe by asking this you can best answer my question. 

A man who comes into the service at 18 and leaves at 21: He can start 
his social security wage credits at age 22 and those 3 years of military 
service will in no way affect him ? 

Mr. Brrnsauu. That is right. 

Mr. Carnes. He still has his 5-year dropout, providing he starts 
after age 22? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. And the point that you made is that a great many of 
the people are in and out of the service before attaining age 22? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carngs. Furthermore, that the other people who come into the 
service who may come in at 21 and stay until 23, the 2 years that they 
are in service would be a part of the 5-year dropout ? 

Mr. Brrpsau. Yes, sir. 

Mr. Carnes. Then you are saying, for what they pay they are get- 
ting mighty little? 

Mr. Birpsauu. We think it is speculative as to what benefits they 
would get, that is right; in that type of case. 

Mr. Carnes. Do you think that type of thinking has been set forth 
before this decision was made, or not? 
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You are a member of the executive-—— 

Mr. Brrpsati. I would be in no position to know whether those 
items—I assume very good coverage was made. 

Mr. Harpy. Do you understand that the President has made a firm 
finding that we must have social security applicable to the military ? 

Mr. Birpsatt. It is so stated, sir. 

I can read that into the record or have it inserted. 

Mr. Harpy. Well, you are talking about what he said in one of his 
state of the Union messages. 

Mr. Brirpsaty. Two messages; yes, sir. 

Mr. Harpy. Well, two messages. 

I did not interpret it quite as rigidly as you have. 

In fact, I do not now understand that the President is adamant on 
that point. I think he is like the rest of us. He has an objective here 
and is trying to accomplish something and on the basis of information 
which was then available to him that was his position. 

I don’t attribute to the President an inflexibility on that point. 

Mr. Bares. I think the whole committee, Mr. Chairman, prett 
well expresses the same view which you have. I believe the Presi- 
dent merely wants to establish a real, good, sound program, the best 
program possible. 

As a matter of fact, only yesterday we were contacted to have a 
meeting with the President as soon as our thinking has crystallized. 
And I am sure that if he was adamant in this, the instructions would 
have come down to us to try to get that in. 

Mr. Harpy. I would have expected you to get them. 

I probably would not. 

[ Laughter. | 

Mr. Bares. You know I would have turned them over to you, Mr. 
Chairman. As a matter of fact, I am not so certain that had this 
committee not been formed and had I not talked to a few people, it 
may not have been in the message previously referred to. 

Mr. Harpy. I think that point is well made. 

So, frankly, I am inclined to feel that the observations made by 
the President in the messages referred to have been a little bit over- 
done. 

However, that is something that further events will disclose. Be- 
cause if we come up with a satisfactory program without social secu- 
rity, I do not have any idea that the President will oppose it. 

Mr. Carnes. I think the observations you made, which were obser- 
vations you previously made, were well stated here, and are good to 
have in the record, Mr. Birdsall, because they show that in some cases 
social security perhaps does not have as great a benefit as some people 
anticipate. 

Mr. Birpsatu. Yes, sir. 

Mr. Harpy. As long as we are talking about this OASI aspect of it, 
too, I have a feeling that if this committee should subsequently come 
up with a firm policy, that there would have to be a division as between 
survivor benefits and retirement with respect to social security, that 
some of the appeal for social security made applicable to the military 
would lose some of its support in the Defense Department. 

It would not be quite as attractive, would it, Captain Martineau, 
without the retirement features? 

Admiral Grenret. I did not get your whole question, sir. 

65018—55——_9 
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Mr. Harpy. I am thinking in terms of the social security as a neces- 
sary part of this total program. 

Without the retirement features of social security, social security 
would not be quite as attractive to the military. 

Admiral Grenretn. Right. 

Mr. Carnes. Suppose you continue on, Mr. Birdsall. 

Mr. Brrosaty. The next subject is indemnity. 

The existing servicemen’s indemnity was conceived as a substitute 
for voluntary insurance so as to assure uniform coverage and sim- 
plicity and economy of administration. 

Following the concept of insurance, there is a right of beneficiary 
selection and no requirement as to the nature or character of death, 
i. e., no line of duty or misconduct bars, ete. 

Although it is payable to a limited class of beneficiaries, there is no 
bar upon remarriage of the spouse nor dependency requirement for 
parents, brothers, or sisters. 

One of the major objections voiced to the existing benefit is that 
it is payable only for a relatively short period of time, $92.90 per month 
for 10 years, at the end of which time a widow with or without children 
finds herself with a substantial reduction in monthly income. 

Plan A proposes the payment of compensation by the Veterans’ 
Administration for deaths under certain conditions in the service 
and from service-connected causes thereafter. One part of this com- 
pensation would be designated indemnity. 

However, this type of indemnity departs in significant ways from 
the present benefit. Although the serviceman could select a particular 
beneficiary from among the permitted class, the payment would be 
made in a lesser amount—$50—for a 10-year period certain and 
thereafter only if the widow remains unremarried or the children are 
miners or the parents show dependency. 

Brothers and sisters would be eligible only if minors and dependent. 

As this portion of plan A is implemented in the staff draft bill, the 
elements of entitlement would be further restricted by requiring that 
the death concerned be in line of duty and not the result of the 
serviceman’s misconduct. 

Accordingly, it can be seen that the indemnity proposed in plan 
A and the draft bill has lost considerable of the aspects of insurance 
and has become to a greater extent a benefit more analogous to existing 
death compensation. 

Plan B would repeal the existing indemnity with no substitution 
of a similar benefit. To a certain extent the proposed dependency 
compensation in plan B would reflect the amount of the indemnity 
by reason of increased minimuth compensation authorized. 

However, the right of disposition within limits, which is a distinctive 
element of the insurance and indemnity concept both under existing 
law and under plan A, would not be available under plan B with 
respect to any part of the new single benefit of dependency com- 
pensation. 

Plan B, of course, goes the whole way toward abandoning the 
policy that the Government should provide some form of insurance 
protection for those in active service. 

In our report to the select committee last fall the Veterans’ Admin- 
istration expressed the feeling that insurance or indemnity should be 
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preserved as a separate, identifiable part of any new program of 
benefits for military survivors. AL USS 

At that time it was recognized that the existing indemnity pro- 
vram needed to be examined for possible revisions and it was pointed 
out that if payments were compressed into a period too short ade- 
quately to meet the continuing needs of the beneficiaries and if the 
limits of the permitted class of beneficiaries were too wide these 
defects could be corrected without abandoning the insurance concept 
itself, ; 

The Veterans’ Administration is still of this view and it is believed 
that plan A is well worth the consideration of the committee in this 
respect and that this feature of plan A is decidedly preferable to the 
entire elimination of the indemnity, as such, which is proposed in 
plan B. 

Mr. Harpy. Well now, Mr. Birdsall, you have made a point which 
1 think is a valid point, that under plan A the indemnity becomes 
almost analogous with compensation. 

Actually, the thing that we are concerned with is total benefits, first. 
to prevent hardship and second, to provide some reasonable means 
of livelihood for the survivors, 

Does it make any significant difference whether we call it insurance 
or whether we call it veterans’ compensation or whether we call it— 
or what we call it ? 

Mr. Brrpsaty. The only point I would make on that right now, Mr. 
Chairman, would be that plan B represents a distinct dropping of 
the insurance concept. It would not any longer exist. And that goes 
back to the question as to whether in this day and age, 1955 and 
future years, with men being called into service, on an involuntary 
basis, and young men with parents, dependent parents possibly and 
other relatives, whether they either can afford the insurance, or they 
are called in under conditions where private insurance would ‘not be 
avilable. 

Now, if it loses identity entirely and is just a compensation benefit, 
we assume that probably you would want to consider the future years. 
Maybe there would be pressure for that very concept to be applied 
agin, and to superimpose insurance. 

Mr. Harpy. You mean you might have pressure to eliminate any 
insurance for the uninsurable when they got out ? 

Mr. Carnes. No. 

Mr. Bates. No. 

Mr. Birpsatt. When they are going into service. 

Mr. Bares. And in service. 

Mr. Carnes. He is talking about reinstating the insurance program. 

Mr. Brrpsauy. Give him the right to buy insurance or be covered by 
insurance in service, because of inability under war conditions or 
emergency conditions to get the insurance from a private company 
at any reasonable cost. 

Mr. Carnes. Mr. Birdsall, that pressure was great in World War IT. 

Mr. Brrpsaun. Yes, sir. 

Mr. Carnes. If, however, if under a plan such as A or B, the scale 
of total benefits of survivors is raised to the level as has been advocated, 
do you think that same pressure would exist ? 

Mr. Brrpsaty. We still—— 
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Mr. Carnes. The benefits levels were considerably less in World 
wee , and World War II than what is being suggested under plans 
A or B. 

Mr. Brrosatu. There is no doubt about that, and I think that would 
serve as a deterrent. I still feel the point probably should be made, 
from our own experience. That insurance concept just comes in right 
along for consideration. 

Mr. Carnes. Well, regardless of what level you raise the compen- 
sation panes to, you still think that in time of a national emer- 
gency there would be considerable pressure for an insurance program ? 

Mr. Brrpsatu. We believe you would want to recognize that as a 
factor. 

Mr. Bates. Well 

Mr. Harpy. If instead of calling it compensation you called it—— 

Mr. Bares. Compensation and insurance. 

Mr. Harpy. An annuity—and that is what it amounts to, it is an 
annuity. In other words, aren’t we belaboring the point of a name 
more than anything else? 

Mr. Birpsauy. The only thought there is: I believe I ought to men- 
tion the fact that the man himself likes to feel, and should be allowed 
to feel, that he has some control over where that money should go. 

Mr. Bares. Well, now, that is a horse of a different color. Now, 
you can always, under any program, devise a system whereby he would 
have an election to either give all or part to one individual or 
another. 

Mr. Brrpsaty. Yes. 

. Mr. Bares. So that could be taken care of. But for the life of me 
it is difficult to understand when somebody is going to get a check, 
what difference it makes to them whether you call it this or call it 
that. 

Now, as far as the future is concerned—— 

Mr. Harpy. I think you have this difference: You got the question 
of whether or not you have a feeling that you are creating an annuity 
and which should be the case, regardless of what you call it. That is 
what it amounts to, 

Mr. Bares. Well, they are not creating anything now. It is just 
given to them, under the gratuitous indemnity. It is a free handout. 
That is exactly what it is. And I was on the committee that wrote 
the bill. Mr. Birdsall testified before us at that time. But I should 
certainly think that those of us in responsible position, we here in the 
Congress and you in the VA, would take a look at the benefits which 
are accruing to individuals. And in the future, if anybody brought up 
the question of insurance and we already had established a good pro- 
gram, then you would oppose it and so would we. Now, would that 
be your position in the future? That would be mine. 

Mr. Brepsaut. I believe you do have a different picture there. But 
I am sure that we should have at least mentioned it, because of our 
experience in the thing and our own concept that that is the principle. 

Mr. Bares. It has been mentioned. 

Mr. Brrpsauu. Yes, sir. 

Mr. Bates. Now, who would bring it up? Would it be Members 
of Congress, the Veterans’ Administration? Who would bring it up! 
Not the serviceman coming in? 
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Mr. Birpsatt. Possibly. 

Mr. Bares. I don’t think he would bring it in. 

Mr. Brrpsau. Well, it would be, I imagine, servicemen and service- 
men’s families. They have different avenues of contact, so that prob- 
ably Members of Congress would be importuned or service organi- 
zations. 

Mr. Harpy. The serviceman is going to be primarily concerned with 
the total benefits that are available, aren’t they, regardless of whether 
you call it indemnity, insurance, or compensation. 

Mr. Brrosaru. I think possibly your legislative language could be 
framed in such a manner as to make it certain what the thinking of 
Congress was at the time they established this benefit. 

Mr. Bares. You raised a good point, and I think we certainly ought 
to consider it and have it clearly understood exactly what we are doing 
at this time. 

Mr. Brrpsatu. Yes, sir. 

Mr. Harpy. Admiral Grenfell, did you want to comment on this? 
I thought maybe you wanted to make an observation. 

Admiral GrenFeLL. Mr. Chairman, I heard you mention the fact 
that you felt that an individual entering the service would’nt be too 
particularly interested in what type of compensation he got. He 
would be interested in the ultimate amount, is that correct? 

Mr. Harpy. I was thinking 

Mr. Bares. That is the point I made. 

Mr. Harpy. The amount, rather than what you call it. 

Admiral Grenre... I think as long as an individual in the service 
had an election, as you mentioned, Mr. Bates, where that compensa- 
tion would go wouldn’t make any difference to him. That is my 
personal opinion. 

Mr. Bares. It would not? 

Admiral GrenFELL. It would not. 

Mr. Carnes. Mr. Birdsall, there is one technical thing. On the 
very middle of page 6, where you refer to defense draft bill, I would 
like for the record to be corrected there to show Staff Plan A. Be- 
cause we don’t want to label that bill as a Department of Defense bill, 
just as we don’t want to label plan B a GAO plan, nor do we this 
afternoon want to label proposal C with any particular group. 

Mr. Brepsauu. I concur. That is office parlance. 
<3 Bates. And see that the “C” does not refer toCarnes. (Laugh- 
ter. 

Mr. Bares. He wants to make a point of that. 

Mr. Carnes. Yes; I think that is a point well made. 

Mr. Bates. Nor “B” for Bates. 

Mr. Carnes. But I think it would be unfair to the staff and to the 
people presenting these particular plans to have their organization 
identified with them. So if you will just—we will have that correc- 
tion made in the record there. It has been made by these remarks. 

And you can proceed to the next item, if you will, please. 

Mr. Brrpsau. Yes, sir. 

The next is dependency compensation. 

Before going into the comments on that, inasmuch as that has been 
a subject discussed considerably in these hearings, I thought maybe 
the committee would want to place into the record—to have the law 





126 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


itself on this subject, which I have right before me. It is not exten- 
sive. The first would be a copy of Public Law 193 of the 77th Con- 
gress, a very short act, approved July 30, 1941, which has to do with 
the dependent parents. If you don’t object 

Mr. Harpy. We certainly would want it in the record somewhere. 
So if you will. We may just want to incorporate it by reference. 

(The information referred to appears under appendix I.) 

Mr. Brrpsauu. This is the one that makes it definite that the depen- 
dency of parents may arise before or after the death of the veteran. 

Mr. Carnes. Yes. 

Mr. Brrpsatu. That is a matter of statute. 

Mr. Carnes. On that point, Mr. Birdsall, I think we should make 
it clear here that in both draft bill A and draft bill—staff plan A and 
staff plan B, that while the dependency is somewhat restricted to 
parents—nondependent parents—that if those parents in subsequent 
years do become dependent, that they are eligible to receive these 
compensation payments. 

Mr. Birpsati. Not under plan B, is my understanding. 

Mr. Carnes. It is in plan A, is it not, Captain Hoyt? 

Mr. Brrpsauy. Not in B. 

Captain Hoyt. Yes. 

Mr. Bates. Is it in B? 

Mr. Buianv. We have not so understood plan B, Mr. Carnes. 

Mr. Carnes. It is not in plan B? 

Mr. Eckert. It is not in plan B. 

Mr. Carnes. All right, sir. 

Mr. Harpy. I would feel inclined toward putting that provision 
in any vlan that was adopted. 

Mr. Carnes. Yes. 

Mr. Bates. Yes. 

Mr. Brrpsatu. The next is from our veterans’ regulation which is 
law, Veterans’ Regulation No. 10, as amended, paragraph XIII, 
which briefly has to do with the payment of compensation or pension 
on account of the disability or death of more than one person. That 
is a part of the law. 

Then our regulation containing the criteria for determining de- 
pendency has been used by the witness and accurately so. 

I thought maybe you would want that in the record. 

Mr. Harpy. We appreciate having those. We will need to make 
them part of the record. 

Mr. Brrpsatu. It is not voluminous, 

Mr. Harpy. Now, whether this is the best place to put them—— 

Mr. Carnes. I think it is, Mr. Chairman. 

Mr. Harpy. We will put them in right here, having them inserted 
at this point, without objection. ‘ 

(The information referred to appears under appendix I.) 

Mr. Birpsatt. Now, as indicated, plan A proposes a “package” of 
compensation in two parts—first, the $50 per month indemnity pay- 
ment which has been discussed, and, secondly, the continuing de- 
pendency compensation payments, also to be administered by the 
Veterans’ Administration. Plan B would provide a single compen- 
sation package, with increased payments due to the elimination of the 
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separate indemnity factor. For the reasons indicated, the Veterans’ 
Administration prefers plan A in this respect. 

We will not dwell upon the question of whether military pay should 
be introduced into the compensation system as a material factor, as 
would be proposed by both of these plans. In our prior report to the 
select committee we questioned the soundness of this feature of the 
Kaplan Committee proposal, pointing out that it was directly opposed 
to the historical concept of a uniform scale of payments without 
distinction based on pay. As previously described to the committee, 
this philosophy was Saredeped in a wartime setting in 1917 when the 
compensation program for the large World War I group was enacted 
by the Congress. The whole question of differential based on pay 
was discussed at length on the floor of the House of Representatives, 
with final action rejecting the principles of the bill reported to the 
House, which erdvided for compensation payments calculated as per- 
centages of active duty pay. 

The determination of the Congress rested basically on the feeling 
that military pay in a time of mass mobilization frequently bears little 
relationship to the earning capacity of the individual; that essen- 
tially compensation payments are in the nature of gratuities; and 
that it would not be sound practice for the Government to make these 
long continuing payments in a way which differentiated between 
beneficiaries solely because of the temporary military pay of the 
deceased husband, father, or son. 

This question has also been under extended study in the executive 
branch. The Defense Department, like the Kaplan Committee, has 
felt that these payments should be regarded more as continuing com- 
pensation for the services rendered and the risks incurred by the 
serviceman, rather than mere gratuities, and that in keeping with most 
other systems of compensation payments they should be related directly 
to the pay being received by the man at the time of his death. 

The President, after considering this matter, determined and stated 
that survivorship benefits for both active and retired personnel should 
be equalized on the basis of rank. This seems to give emphasis to the 
need for some recognition of rank or pay grade in cases of career 
personnel and the Veterans’ Administration has long appreciated 
that a peculiar problem exists with this group, and that where the 
career serviceman dies his survivors have a strong claim for financial 
assistance from the Government. bearing some direct relationship 
to the income status attained by the serviceman in the career which 
he had chosen in preference to employment in civil life. 

The Veterans’ Administration. as with relation to the social-security 
matter, certainly does not propose to question this policy determina- 
tion of the administration and it is eeafined that it has strong support 
and under normal peacetime conditions should not be controversial. 

Assuming that compensation payments should be scaled somewhat 
to pay, one question before this committee would be the extent to which 
this principle properly should be applied. 

Plan A applies it to the dependency compensation element on a 
straight 20. percent basis subject to certain minimums, notably a 
minimum of $75 per month in the case of a widow. The range of 
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payments under this plan is from $75 in case of a recruit to $275 in 
the case of an O-8 with over 30 years’ service. 

To each of these amounts the $50 indemnity payment would ordinar- 
ily be added. This means that the highest grade case will receive more 
than three times the amount of dependency compensation payable to 
the survivors of a serviceman at the lowest grade level. The variance 
is even greater if the very highest ranks are considered, running as 
high as $315 in the case of a full general with over 30 years’ service. 

Plan B is apparently based upon the view that such a spread between 
the bottom and the top is not warranted and that there should be a 
more moderate differentiation between the payments made in the en- 
listed cases and those of officer cases. 

Under plan A the surviving widows of practically all enlisted per- 
sonnel would receive dependency compensation of sts per month and 
the widows of all officer personnel would receive more than this 
amount, graduated in an ascending scale according to pay grade. 

Plan B, which uses a formula of $87, plus 10 percent of gross pay 
for the entire compensation package, is subject to a minimum of 
$125 to the widow and ranges up to $215 in an O-8 case. 

Even when the indemnity is added in under plan A this range of 
payments under plan B is by comparison modest, the highest pay 
case receiving less than twice the amount payable in the lowest grade 
case and there being relatively slight differences as between most 
enlisted cases and most officer cases under plan B. 

In view of the rather serious questions that can in any event be 
raised on relating compensation payments to pay, particularly in time 
of emergency and war, there would seem to be strong reason for 
giving this factor under any plan a rather limited scope. The Vet- 
erans’ Administration is inclined to think that the philosophy of plan 
B is more realistic and less vulnerable in this respect than plan A and 
that the committee will want to give this side of the overall problem 
careful study to the end that reasonable amounts will be provided to 
take care of the career cases, without sharp distinctions between them 
and the great mass of personnel whose military service is but a pass- 
ing phase of their lives. 

Mr. Harpy. Mr. Birdsall, if I might interrupt you right there. 
Doesn’t that conclude your thoughts on this basing the compensation 
on pay? 

Mr. Brrpsauu. Yes, sir. 

Mr. Harpy. If that is the case, it might be a good place for us to 
stop. 

Mr. Brrpsatu. Yes, sir; any questions of the committee on that par- 
ticular point? 

Mr. Bates. Well, we are right up against the old wheel right now, 
Mr. Chairman. And I think that this particular point will take 
some time to discuss. And I don’t think we can give adequate treat- 
ment to it in the time which remains. 

Mr. Harpy. Suppose we adjourn now, Mr. Kean, if that is agree- 
able with you? 

Mr. Kean. Yes. 

Mr. Harpy. Supposing we adjourn now and reconvene in this room 
at 2 o’clock. 

(Whereupon, at 12:10 p. m., the committee recessed until 2 p. m.) 
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AFTERNOON SESSION 
Mr. Harpy. All right, let the committee come to order. 


FURTHER STATEMENT OF GUY H. BIRDSALL; ACCOMPANIED BY 
RAY P. BLAND; AND DONALD C. KNAPP, REPRESENTING THE 
VETERANS’ ADMINISTRATION 


Mr. Birdsall, we had to have a break right in the middle of your 
presentation this morning. So if you will pick up where we left off, 
why, we will be grateful to you if you would continue on. 

Mr. Brrspauu. Yee, sir. Inasmuch as the next part of this state- 
ment has to do with the determination of dependency of parents, I 
would like to refer tot he laws which I have already inserted in the 
record having to do with the payment of benefits to dependent parents, 
and in addition to that, at the outset here, if the committee desires to 
have it, I have a preparation that took some time by the people who 
worked on a separate committee, and which has been checked thor- 
oughly, which is a complete historical statement by extracts from 
October 6, 1917, having to do with the general subject of multiple 
benefits in your service-connected death cases. 

Mr. Harpy. We would certainly like to have that in the appendix, 
Mr. Birdsall. , 

(The materials referred to appear as appendix J.) 

Mr. Brrpsatut. Mr. Chairman, it also includes the administrative 
regulations as they went along. 

Mr. Harpy. That is fine. Thank you very much. 

Mr. Birpsatu. One item of detail should be commented upon at this 
time because we are sure that it looms large in the committee’s 
studies. That is the feature of each of these two proposals having to 
do with determining the dependency of parents. The huge number 
of dependent parents receiving compensation at the present time, 
in relation to the total number of deaths of veterans and servicemen, 
has suggested a question as to whether the present criteria are too 
liberal. 

The Veterans’ Administration has previously explained that these 
criteria result basically from long-established legislative policy, even 
though they are specitically provided through the medium of admin- 
istrative regulations. 

The whole statutory scheme points to a policy of not considering 
so-called multiple benefits payable by the Veterans’ Administration in 
determining the dependency of parents. By this is meant, for ex- 
ample, that if a parent has more than one son who died in the service 
on whose account he is entitled to compensation and perhaps insurance 
or indemnity the question of his dependency on each deceased son will 
not be affected by the fact that he may be eligible to receive or in fact 
is receiving such benefits by reasons of the death of the others. 

The same principle is applicable, for example, in a situation where 
the mother of a deceased veteran is also entitled to compensation 
based on the death of the deceased husband. These provisions, which 
stem from legislative rather than distinctively administrative policy, 
are part of the problem in this area. We fear, however, that plan A 
and plan B have assumed too much if they assume that the problem of 
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limiting the numbers of eligible dependent parents will be solved by 
eliminating the existing rules regarding multiple benefits. 

That is ‘predicated on the comparatively few cases involved. We 
are making a survey on that at the present time. 

The Veterans’ Administration, pursuant to the committee’s request, 
is presently engaged in making a sample study of this matter, but our 
operating people anticipate that the number of cases in which multi- 
ple benefits are being received from the Veterans’ Administration to 
any material extent constitutes a very small percentage of the. total 
number of dependent parents now on the rolls. 

We agree, however, that it is well worth considering whether the 
present liberal rules on multiple benefits should be continued. There 
is the special problem of whether, in determining dependency for 
purposes of dependency compensation in a given case, indemnity 
or insurance payable in that case should be charged as income along 
with other resources of the parent. Plan A so provides. Under plan 
A this also works the other way around in determining eligibility of 
a parent to indemnity compensation after the first 10 years with rela- 
tion to charging or caine the dependency compensation factor 
as income. 

The draft bill to implement plan A proposes to regard all financial 
sources, including payments from all governmental sources, in de- 
termining the dependency of the parent for each of the benefits pro- 
vided in title I of the bill, but otherwise the basic criterion is that all 
financial resources must be “insufficient to maintain a minimum stand- 
ard of health and decency.” This standard, of itself, would not neces- 
sarily require a material tightening of the existing regulations ex- 
cept as they permit the exclusion of payments of other benefits by 
the Veterans’ Administration. 

Plan B attempts to reach this problem by two basic expedients. 
First, it would require a showing that the parent was actuaully de- 
pendent on the serviceman or veteran at the time of his death, includ- 
ing evidence that actual contributions were made in a substantial 
manner to the support of the parents. This would be a sharp turn 
from the theory of the present law which covers a case in which the 
“dependency” arises for the first time after the death of the service- 
man or veteran, thus involving a finding of need at any time as dis- 
tinguished from strict dependency on the serviceman. 

Plan A would continue this principle and the Veterans’ Adminis- 
tration feels that it is sound and should be continued, for we must 
recognize the fact that had the serviceman not prematurely lost his 
life as the result of his military service he, no doubt, would have as- 
sisted in meeting the economic needs of the parents as they developed. 

Secondly, plan B would provide a control on the amounts of com- 
pensation payable to the parents who claim to be dependent through 
the device of setting a ceiling upon the combination of Federal pay- 
ments and private income. These ceilings would be $125 per month 
for 1 and $175 per month for 2 parents. The reduction to bring ag- 
gregate payments within these ceilings would be made in the Veterans’ 
‘Administration compensation payments and not in other Federal 
payments. 

As a result, differing amounts of compensation would be payable 
in individual cases and these variations would be very widespread, 
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depending on the income status of the beneficiaries. The procedure 
is markedly different from that provided under existing law which re- 
quires first a determination of dependency and, if that exists, pay- 
ments to all parents in equal amounts. 

It is appreciated that this sometimes works apparent inequities as 
between cases in which the chargeable income of one parent may be 
just under the prescribed limitation, while that of others may be 
slightly over those limitations. Nevertheless, the Veterans’ Adminis- 
tration must emphasize that the plan B procedure would be extremely 
complicated to administer. 

It would require a precise calculation to the last dollar of the ag- 
vregate amount of income from all sources followed by an exact de- 
termination of the difference between that amount and the specified 
ceiling as the basis for fixing the compensation payment. 

The plan seeks to achieve some degree of “simplification” through 
a process of periodic reports submitted by the parents on which to 
predicate future payments and to determine possible overpayments 
covering past periods. It is believed that when this procedure is 
examined in concrete form it will be obvious that it will entail fre- 
quent administrative adjustments and will be fraught with many 
difficulties. 

Aside from this, there is the serious question of whether the line 
should be so sharply drawn between individual parents as to produce 
the exact opposite of uniformity of treatment at the hands of the 
Federal Government in terms of the amounts of monthly payments 
of gratuitous benefits administered by the Veterans’ Administration. 
In this respect, the benefit would be unique among the benefits admin- 
istered by this agency. 


There are other detailed items in connection with these plans which 
the committee will have to consider and compare and we shall not 
undertake to discuss all of them. It is desired to mention the question 
of whether either of these plans a rovides for the widow 


alone under age 65. That is a sizable consideration, as exemplified 
by the fact that there are nearly 68,000 such cases on the Veterans’ 
Administration compensation rolls today, most of them being war- 
time cases. 

The wartime rate of compensation at present is $87 and with the 
addition of the $93 indemnity in a current wartime case, the monthly 
amount approximates $180. We feel that if there is a change in the 
span of payment of the indemity, reducing it to $50 per month, $87 
as death compensation, or $75 as dependency compensation proposed 
in plan A is probably inadequate for those in the eee ranks, mean- 
ing substantially all of the enlisted cases. These cases comprise 
perhaps 90 percent of the total. 

An example of the effect of plan A in this regard is that all 
widows under age 65 and without children on the Veterans’ Admin- 
istration rolls today, whose husbands were enlisted men serving in 
time of war, will continue to receive $12 per month more death com- 
pensation than most future widows of enlisted persons dying in the 
service or from service causes after the enactment of this plan. 

By contrast, the widows now on the rolls whose deceased husbands 
were officers and who have been receiving the uniform rate for perhaps 
many years will be able to qualify for higher rates under plan A 
through the right of election. 
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It is believed well worth the consideration of the committee whether 
the minimum $75 rate proposed by this plan may be too low, both 
in comparison to the existing rate and in terms of providing a reason- 
able contribution by the Government. 

Plan B poses essentially the same question, since the minimum pay- 
ment of $125 provided by that plan would absorb any amounts which 
otherwise may be allocated to indemnity so that the total amount 

ayable would not exceed, in the lower brackets, the amount payable 
by vt Veterans’ Administration to the widow alone pursuant to 

an A. 

' At this juncture, Mr. Chairman, with your permission, I would like 
to make a reference to Committee Print B, which is another factor I 
think I ought to mention before closing, and that is that on pages 
20 and 57 it is apparent that the more restrictive criteria for eligibil- 
ity of dependent parents would undoubtedly result in the removal 
from the present rolls, on review, of a considerable number of depend- 
ent parents. 

Mr. Harpy. Your thought is that this bill contemplates a possible 
reduction of beneficiaries among the parents group ? 

Mr. Brrpsau. Yes, sir. 

Mr. Harpy. Any questions? 

Mr. Carnes. On page 10, Mr. Birdsall, of your testimony, the fourth 
line down from the top of the page, you are speaking of plan A, and 
you say, “The range for payments under this plan is from $75 in the 
case of a recruit to $275, in the case of an 0-8.” 

Under the chart that was submitted yesterday, comparing plan A 
and plan B, it seems that the benefit level will run considerably in 
excess of $275? 

Mr. Brrosatu. We mention that in the last sentence of the same para- 
graph. We caught that in editing. You remember, it said— 

“the variance is even greater if the very highest ranks are considered, runn 
as high as $315 in the case of a full General with over 30 years’ service.” 

Is that what you refer to? . 

Mr. Carnes. Yes, sir. Your $275 was just an average figure that 
you were using there, or is it a figure in error? 

Mr. Bianp. That was the 0-8 figure that was used in the table 
that appears in the draft bill, Mr. Carnes. 

Mr. Cannes. Yes, sir. 

Mr. Bianp. Showing a gross pay of so much for an 0-8 with over 
30 years of service. If you compute the 20 percent on that, it runs 
you to $275. Then a supplement of that table deals with lieutenant 
generals and full generals and full admirals, and the like. The 
gross pay in a top case of that kind runs to $1,575, which would result 
by computation in $315 a month as compensation. 

Mr. Dineen I think it is a very trivial point, but the committee, 
by the same token, should have an understanding on it. 

Mr. Breosatu. That is correct. 

Mr. Carnes. On this table that was submitted yesterday, an 0-8 
would get $302 in the low grade and $325 in the high grade. 

Mr. Bianp. That evidently is a table that we have not seen. We 
were being guided by the draft bill. 

Mr. Carnes. Yes, sir. 

Mr. Buanp. That we had before us. 
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Mr. Carnes. All right. 

Down on page 10, a little further, Mr. Birdsall, down toward the 
bottom, about 8 or 19 lines from the bottom, are you saying there 
that in the opinion of the Veterans’ Administration, that plan B 
would perhaps be less costly than plan A? Is that the inference you 
want to leave with the committee ? 

Mr. Brirpsatu. We are addressing ourselves there to the fact that 
they make less distinction on account of military pay. 

Mr. Carnes. Yes, sir. 

Mr. Birpsauu. I don’t think that goes to the question of costs. I 
don’t believe so. 

Mr. Carnes. Well, in the question of cost, has the Veterans’ Ad- 
ministration any views on which would be the least costly of the 
two programs, plan A or plan B? 

Mr. Brrosatu. We do not. We haven’t gone into that. 

Do you care to talk on it, Mr. Bland? 

Mr. Buanp. Well, Mr. Carnes, in view of the remarks that were 
made this morning by Mr. Hughes, with respect to the excess cost in 
cases of veterans’ deaths under plan B, which would not be involved 
under plan A, it seems to us offhand, without having analyzed it, 
that it is very questionable as to which would be the costlier plan. It 
certainly is not clear, we might say, that plan B would be less costly 
than plan A. 

I think that is about the most we could say at this time. 

Mr. Carnes. All right, sir. 

You devoted on page 12 a considerable portion of that page to this 
subject of multiple benefits. This morning you stated that VA bene- 
fits are not included in income limitations. When you speak of multi- 
ple benefits, are you talking about where a mother or a father received 
benefits by virtue of 2 or 3 children who died in the service? 

Mr. Brirpsatu. Yes, or a widowed mother’s receiving on account of 
her husband, maybe, and a son. 

Mr. Carnes. Well, now, the study that you have underway is a 
study that was requested of you all by GAO as a result of the staff 
group working together; is that correct? 

Mr. Buanp. Well, it was requested by the Chairman of the Com- 
mittee informally, as well as GAO, and that material is being compiled 
at the present time. We hope to have something by the end of this 
month or shortly thereafter. 

Mr. Carnes. Fine. 

Mr. Harpy. Good. 

Mr. Carnes. All right, sir. On page 15, Mr. Birdsall, of these 
68,000 cases that you have totals of widows only, how many of that 
number would you estimate are currently getting only $87 a month? 
Isn’t it around 35,000? 

Mr. Brrosatzi. About half. 

Mr. Carnes. I think it has been testified previously that that is 
roughly the figure. 

Mr. hentia, You think it is about half? 

Mr. Buanp. Well, are you excluding cases where insurance is being 
received, Mr. Carnes? 

Mr. Carnes. Well, that the insurance has been received in a lump 
sum, and the statistics would show they are getting only $87 per month 
now. We are talking about the cases excluding insurance, yes. 
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Mr. Bianp. I don’t know what percentage it is. I think it is a very 
substantial number that would be receiving just the $87 now. Now, 
when you consider the World War I cases have been on the rolls for 
a long time and insurance would have been liquidated perhaps in a 
great “number of those cases— 

Mr. Carnes. How universal was the coverage of insurance in World 
War I? Was it fairly broad, as broad as it was in World War II? 

Mr. Buanp. I am not prepared to say. 

Mr. Carnes. Captain Hoyt back there is shaking his head. The 
question in my mind was: If the offset principle does not apply to a 
great number of those 35,000 widows, if we will accept that figure, 
then under plan B those widows, as I understand it, would automati- 
cally elect from $87 to $125? 

Mr. Buanp. That would be correct; yes, sir. 

Mr. Carnes. Which would be a considerable improvement for a siz- 
able segment of the people, or these widows, on the present compensa- 
tion rolls. I think that Mr. Birdsall a little later in his statement went 
at great length to say that a great many people would not fare as well. 
That is one “particular segment that would perhaps fare better, espe- 
cially under plan B. 

Mr. Bianp. Well, of course, I think our remarks there, Mr. Carnes, 
in this statement were directed primarily to plan A. We were mak- 
ing the point there that under plan A the dependency compensation 
factor was $75 a month. 

Mr. Carnes. Yes. 

Mr. Bianp. That the compensation payable in most cases now on 
the rolls is $87 a month, a difference of $13, and that most of those 
eases now on the rolls, in determining whether they should elect. be- 
tween death compensation and dependency compensation would re- 
main on the rolls to continue receiving the present death compensation 
rate. 

Mr. Carnes. Yes. 

Mr. Buanp. That was simply pointed up to show that there you 
have in effect a reduction of benefits. 

Mr. Carnes. All right, sir. 

Mr. Brrosatz. That is tied in, Mr. Carnes, with the introduction 
there at the beginning of the paragraph of plan A. 

Mr. Carnes. All right. I think that completes all the questions 
I have at this particular time. 

Mr. Bates, you had a question ? 

Mr. Bares. I would like to go back to page 10, Mr. Birdsall. Your 
last paragraph reads as follows: 

In view of the rather serious questions that can in any event be raised on 
relating compensation payments to rank, particularly in time of emergency 
and war * * * 

That brings up two problems, the question of tying them into your 
pay grades and also the question of when you should give certain 
benefits. 

Now, in the latter respect, as far as emergency and war is concerned, 
you think there should be really a differential paid between peacetime 
or a period of emergency and war? 

Mr. Brrnsaut. As far as the VA is concerned, the policy has not 
been expressed in any recent reports, but I don’t think there is any 
question we see the merit of having no differential between them. 
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But, on the other hand, the moment we say that we must add that 
there is a strong view among veterans and veterans’ representatives 
and their survivors that there should be a special consideration given 
to those who served in time of war, and if you should adopt a uniform 
principle there is the possibility that someone will urge again that 
you recognize the war situation as something a little bit above that. 

Mr. Bates. Well, now, the reason 

Mr. Brrpsatw. It is difficult to hold the line on that. At least it 
has been in the past. However, the future may be different. 

Mr. Tracvue. Will you yield right there? 

Mr. Birdsall, isn’t there a law today which makes a distinction in 
peacetime, that if a man is killed through instrumentality of w ar- 

Mr. Brrvsaut. That is correct, extrahazardous duty or duty simu- 
lating war. 

Mr. Tracur. For any man killed under those circumstances they 
get the wartime rate of compensation payments ? 

Mr. Brrpsau. Yes, sir. 

Mr. Bares. Now if a man is flying a plane out of Andrews Air 
Force Base today and he gets killed, what is his situation? Is that the 
extrahazard death—is that the same as a wartime death or just what 
does it mean ¢ 

Mr. Brrpsaui. I don’t think there would be any question. The war 
rates would apply. 

Mr. Bares. Now here is the thought that comes to mind, Mr. Bird- 

sall. Today you have wars and you have wars, but you don’t declare 
them. You have wars that extend during the period of hostilities 
and continue perhaps for a year and a half after hostilities have 
ceased. So I fail to understand how a year ago perhaps somebody 


could collect under the Korean sacenaey and today be deprived of it. 
Oo 


(The VA regulations on extrahazarc 
appendix K.) 

Mr. Bares. Let’s just compare this present month with last No- 
vember, when the emergency was in effect. No hostilities involved. 
Why should there be a difference in the payment to survivors between 
those two cases ¢ 


Mr. Brrpsati. We don’t really take a position that there should be, 
Mr. Bates. 

Mr. Bares. Your position is there should not be, or do you take 
any position, Mr. Birdsall ? 

Mr. Birpsatzu. We do not feel that we can—I don’t feel I can testify 
and support with justification a differential between them. 

Mr. Bares. Well, Iam just trying to understand. 

Mr. Brrpsatu. In other words, I am agreeing with you that there 
is merit to your contention. 

Mr. Teacur. The reason is because the Congress of the United States 
passed the laws that way, Bill. 

Mr. Brrpsauu. Yes, sir. 

Mr. Barrs. Of course, that is the reason we are sitting here today, 
io pass another law, we are to correct the inequities at the present time. 

Mr. Teacur. Every war is to end wars. 

Mr. Carnes. Mr. Birdsall, do you have any further statements / 

Mr. Bares. I think we ought to push that a little bit further before 
we get through here. 


us service are reprinted as 
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Mr. Tracur. Mr. Birdsall, in determining dependency, you say “The 
financial resources must be insufficient to maintain a minimum stand- 
ard of health and decency.” Is it different in different sections of the 
country ¢ 

Mr. Brepsatu. That is not our requirement. That is in the draft 
bill of the plans. 

Mr. Tracue. What is your requirement? Something similar, 
isn’t it? 

Mr. Birpsatz. We have only in the law that the person must be 
dependent. And I have inserted, Mr. Teague, in the record our regu- 
lation on the subject and the criteria that govern. We have a set 
amount per month that is used as a guide. That is not arbitrary. In 
other words 

Mr. Tracuer. Is that the same for all sections of the country, or 
different sections of the country ? 

Mr. Brrpsaty. That is applied generally, sir. 

Mr. Teacur. You say 

Mr. Brrpsaty. We would take into consideration all factors. There 
might be a case where the $105 is exceeded where you might deter- 
mine dependency. 

Mr. Tracur. Say you set $105 and you have two widows working 
in the same factory and one of them draws $115 and one of them 
draws $95. The $95: You would probably give her the money for 
dependency, which would then make her income considerably more 
than the other one that you refused. True? 

Mr. Brepsatyi. Well, I believe so, assuming there are not other cir- 
cumstances and conditions that showed that probably they are on a 
parity. 

Mr. Tracur. The point I am getting to is: Should we try to do 
something more in spelling out dependence in this bill, whatever bill 
we come up with ? 

Mr. Brrpsatu. Well 

Mr. Tracue. It seems to me today there is a lot of mequity in our 
determination of dependency. 

Mr. Brrpsauty. Of course, any fixed amount must be a guide only, 
and there should be flexibility, with changes to meet material develop- 
ments in the economic conditions. It would be preferable to leave 
criteria for regulatory action. It has been the experience of Veterans’ 
Administration, over the years that the income guides in the regula- 
tions have had to be changed as circumstances indicated. 

It is very difficult to say that the present regulations are unreason- 
able. I mean ~_ contain acceptable criteria. 

Mr. Tracur. I don’t think they are unreasonable, but I think we 
would get a lot more complaints than we do. I get a very few, actu- 
ally. 

Mr. Brrpsauu. I could read this short statement of definition that 
we have in our regulation. 

Mr. Tracur. Have you put it anyplace else in the record ? 

Mr. Birpsauu, I believe it is in the record. 

Mr. Treacue. Let it go if it is in the record. 

That is all, Mr. Carnes. 

Mr. Bares. Are you through? 

Mr. Tracue. Yes. 
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Mr. Bares. Mr. Birdsall, I said I had two points. I don’t want to 
belabor the first. But I merely reiterate at the first, because of this 
very obvious reason. One of the reasons why we are sitting here today 
is not only to remove the inequities, but also pass a program so the 
folks in the service know their entitlements. Now I raise the issue of 
what happens to a fellow today that gets killed at Andrews Air Force 
Base. And you are a real expert on that subject, but still there is 
some question, depending upon adjudication of extrahazard. 

You understand the point I am making? 

Now the second point I wanted to make is the os of compen- 
sation paid commensurate with the pay that the individuals are receiv- 
ing. You indicated that questions, serious questions can be raised on 
that score. You want to elaborate a little bit more on that, Mr. Bird- 
sall ? 

Mr. Brrpsatu. We are concerned primarily there, Mr. Congressman, 
with the long established program as to which that question was 
debated at great length when the policy was established by the Con- 
gress in 1917—-I think the vote in the House was only three against 
the determination establishing uniform rates. 

Mr. Bates. The first time—— 

Mr. Birpsautu. And from there on it has never been questioned. It 
has not been debated on the floor or in committees or anywhere else, 
tomy knowledge, materially, as to whether there should be any change 
in that concept. 

So we are giving the committee the benefit of that background, and 
that is about what we must lead from, and that is it is a gratuitous 
program. It is something that has been designed without reference 
to anything except a uniform payment to all. 

Mr. Bares. If 

Mr. Birpsatu. Within the ability of the Government to meet the 
obligation involved. 

Mr. Bates. Well, if I am not mistaken, the original bill for this 
particular purpose was just to the contrary of what is in effect at the 
present time ; isn’t that the situation ? 

Mr. Brirpsatu. As reported by the committee in 1917? Yes, sir. 

Mr. Bates. The original bill was to pay according to pay? 

Mr. Brrpsatu. Yes, sir. 

Mr. Bates. Now, then, you offer for your defense, or whatever you 
might call it, of the present system the fact that Congress has enacted 
laws and therefore you are following that pattern; is that the situa- 
tion? 

Mr. Birpsati. Well, we also, Mr. Congressman—I mentioned that 
as our first step. The second step is that you are dealing with a time 
of war or emergency, when you are bringing people in where the pay 
factor isn’t as material, certainly not as material with the millions of 
men being brought into service on either a voluntary basis or selective 
service, where their income, their productive civilian income, might 
be in excess of that which they would get in the service. 

Mr. Bates. Well, now, let’s take your first one, about past laws. Of 
course, the very reason that we are sitting here today is to change 
past laws. 

Mr. Brrpsatu. That is right. 

Mr. Bares. I think that fairly well disposes, at least in my mind, of 
the first point. 


65018—55——_10 
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Now the second point. When you bring people into the service you 
assign them rates or ranks commensurate with ability. You don’t pay 
them all the same. You don’t do that. Nor do you advocate lessening 
the rewards for those who come in who had no earning capacity what- 
soever. 

Mr. Birpsauu. That is right, we do not. 

Mr. Bates. So you got both sides of that ledger to look at. But 
the thing that concerns me, I think, Mr. Birdsall, fundamentally as 
much as anything in this whole thing, is the fact that today we want 
to get the very best people we can into the Armed Forces. That should 
be our goal. 

Now if we are going to do that, then we have to give their survivors 
real good benefits commensurate with their own ability. Now, I don’t 
think because of any clichés chivalries that have been used in the past, 
that we should adhere to an old policy, even though we don’t agree with 
it. I think we have to attract good men. That is the reason we put 
out so much legislation in this last year and a half, to attract good men 
to the service and retain them in the service. That is one reason why 
[ am inclined to take the opposite view at the moment from present 
law. 

Mr. Brrpsauy. Well, of course, as you recall, Mr. Bates, in the brief 
statement here I have used notes from studies and things of that sort. 
But I did try to indicate that along with the policy determinant, there 
is justification. We gave some of those factors of justification also 
and gave cognizance to them. Asa result, we went then into plans A 
and B and gave cognizance to plan B, probably being the more modest 
approach, but it still has the principle of pay relationship. Whether 
that would be adequate for the career objective that you speak of 
would be a question. 

Mr. Bares. You see, even under any of these plans that have been 
offered here or any plan that I have even heard of, you got a differ- 
ence in social security, in how much they are going to be entitled to 
under that particular act. So that throws a distortion into that par- 
ticular thinking anyway, doesn’t it? 

Mr. Birvsauu. Well, of course, you are dealing there with a con- 
tributory system of benefits. 

Mr. Bares. Well, I don’t know whether it is contributory. I don't 
know exactly what we are going to come up with. 

Mr. Brrpsaty. I mean, assuming you follow the two plans, A and B. 

Mr. Bares. But nevertheless, Uncle is paying 2 percent on a differ- 
ent basis to different people. 

Mr. Breosauz. That is right. 

Mr. Carnes. Mr. Birdsall, on that same point. On page 10 of your 
statement you said: “As previously daweribien to the committee, this 
philosophy was developed in a wartime setting, in 1917°—that is the 
philosophy of not paying according to rate or rank or pay. Was 
your inference there, in calling attention that this was decided upon 
by the Congress in a wartime setting—did you mean to say that 
maybe the Congress would have decided differently if it had not been 
a wartime period in which they were debating this crucial issue? 

Mr. Brirpsaty. We just felt that they were trying to meet a war- 
time situation in that case. IT think the record shows that. T remem- 
ber reading the reports and debates on the thing. That is what it was. 
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Mr. Carnes. Well, then, by the same token you are saying you may 
be able to gear compensation to pay in peacetime years, but when you 
get into a wartime period and wets great numbers coming into the 
service, that it would break down at that time? 

Mr. Brrpsari. I think you have a distinction there; yes, sir. But 
pure peacetime you are thinking of ? 

Mr. Bares. Yes, sir. 

Any further questions? 

(No response. ) 

Mr. Carnes. I think that will be all, Mr. Birdsall. 

Mr. Teague, do you have anything? 

Mr. Tracur. No. 

Mr. Carnes. At this time we will proceed to evaluate the plan C, 
which has been devised by the staff. 

This afternoon, Mr. Bland, of the Veterans’ Administration, purely 
as an accommodation and on behalf of the staff, has agreed to read 
into the record plans C-1 and C-2. Then after Mr. Bland does that, 
if there are any members of the committee that have any specific 
questions Se as he reads these plans, I think that the entire staff 
group that worked with us in evolving this would be willing to an- 
swer one or two direct questions that may come in the avid of the 
members as the plans are read. 

However, it will be next Monday afternoon before the various Gov- 
ernment agencies are to testify as to their opinions of the two plan C’s 
that will be presented this afternoon. 

So, Mr. Bland, as you proceed on, after you have completed the 
statement, if Mr. Bates or Mr. Teague or Mr. Hardy, if he has returned 
by then, have any questions, I think the staff group will attempt as a 
group to answer them, and if not, that will complete our session this 
afternoon. 

Mr. Bares. Thank you, Mr. Chairman. 

Mr. Carnes. I failed to thank Mr. Birdsall for his presentation. I 
am sure Mr. Hardy would have done it, had he been here, Mr. Birdsall. 
We do appreciate the very excellent prepared statement that you 
wave us. 

Mr. Brrosatu. Thank you, sir. 

Mr. Carnes. Mr. Bland, suppose you proceed. We all understand 
that this is a staff plan, that these are two staff plans, and that you 
are merely acting on behalf of the staff in reading them into the record 
at this time. 

Mr. Buanp. I think, Mr. Carnes, I might add that you have prob- 
ably made it sufficiently clear that I am acting in the capacity of a 
reader at this stage, and that neither of these plans is being presented 
as a Veterans’ Administration proposal or the proposal of any of the 
agencies represented. 

Mr. Teacur. Mr. Bland, is there any member of the staff that looks 
with favor on this plan? 

Mr. Bianp. Well, I think that we might know more about that Mon- 
day or Tuesday, Mr. Teague. I understand that we will get an oppor- 
tunity to study it and analyze it and then react to it at a later date. 
And I would prefer not to comment upon that. 

Mr. Bares. Is there anybody that understands it now? 

Mr. Buanp. I don’t think I can answer that question until after we 
have read it, Mr. Bates. 





140 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


Mr. Bates. Well, somebody must have written it. 

Mr. Teacue. There is no recording of the comments that were made 
while it was being drawn up, are there? 

Mr. Buanp. So far as I know, no record was made. 

Mr. Carnes. Proceed. 

Mr. Buanp. I shall proceed now to the simple reading of the plan. 
[ Laughter. ] 

I hope my remarks have not implied anything pro or con on either 
plan, because I am looking at them afresh at this time and I am sure 
everybody else is for purposes of this exploratory study. 

Mr. Bares. Your statement has been very safe. You have been 
on both sides of the fence and on top. [Laughter. | 

Mr. Bianp. That is precisely the position I was aiming at, Mr. 
Bates. [| Laughter. | 

Mr. Buanp. Staff plan C-1. 


SELECT COMMITTEE ON SURVIVORS BENEFITS 


1. General objective: This staff plan is intended to provide a rela- 
tively simple system of benefits for the survivors of deceased service- 
men or of veterans who die from service causes. It centers the basic 
benefits in the Veterans’ Administration in accordance with the estab- 
lished policy for a separate, self-contained program for veterans and 
their dependents, which readily lends itself to adjustment from time 
to time for the purpose of carrying out the philosophy of special con- 
sideration for this group. 

2. Relationship to social-security benefits: Social-security coverage 
is not provided, either on a contributory or noncontributory basis, for 
time in service under this plan. This avoids the necessity for a 
material adjustment of the veterans’ program which would be neces- 
sary if social-security coverage, on a full contributory basis, were 
provided for servicemen. 

It also relieves the serviceman of the burdensome and costly require- 
ment to contribute a substantial share of his cash pay to the social- 
security fund. 

The subject plans accords reasonably adequate benefits at the ex- 
pense of the Government without requiring reduction of those benefits 
by reason of social-security benefit payments which may also be avail- 
able in case of death based wholly on coverage attained in civilian 
employment, this latter being regarded as something materially dif- 
ferent from Government benefits which are extended in special recog- 
nition of military service and death due to such service. 

However, the plan would include limited protection of preservice 
social-security status to prevent loss thereof from lapse of time in 
noncovered military employment. It would also include a guaranteed 
OASI-insured status covering death occurring within a stated period 
after separation from service, pending readjustment into covered em- 
ployment. 

3. Compensation: In line with the purpose of providin an ade- 
quate leva of Government benefits centered in the VA, the plan would 
increase the rates of death compensation well above the existing rates. 
It would maintain the long-standing policy of uniform payments, 
without introducing rank, as such, as a factor. However, it would pro- 
vide modest increments to the basic death rates for widows and widows: 
with children in cases of long military service. 
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This service increment is designed to recognize the special problems 
of career servicemen who may have had no prior social-security cov- 
erage at all, or may have had such coverage greatly diluted by lapse 
of time in service. The service increment also takes account of the 
closer relationship between attained service pay and the loss sus- 
tained by the survivors where there has been lengthy military service. 

4. Servicemen’s indemnity: This plan preserves the principle of 
the Servicemen’s Indemnity Act as a type of protection additional to 
compensation. The monthly amount is reduced, the 10-year limita- 
tion eliminated, and a remarriage bar as well as certain other limita- 
tions are imposed. Thus, the policy of providing a type of insurance 
is continued, giving the serviceman one part of the “package” of bene- 
fits over which “ea a measure of control by selection of a benefi- 
ciary within a limited ‘class, and affording him protection against the 
loss of insurability during military service. 

5. Adequacy of benefits: The total Government benefits under this 
plan will not, in typical cases, exceed the gross pay of the serviceman. 
They represent appreciable increases in the present compensation 
rates, with a decrease in the monthly indemnity payment by placing 
the latter on a continuing basis and avoiding the sharp drop in bene- 
fits payable to the widow after the end of the first 10 years, which 
occurs under the present program. 

In essence this plan follows the accepted theory that the Govern- 
ment is obligated to provide, without cost to the servicemen or veteran, 
a reasonable contribution to the support of the immediate dependents 
where the life of the head of the household has been lost in service or 
as a result of service. The plan is not intended to provide full and 


complete support, geared to established living standards, but rather 
is intended to afford a somewhat liberal supplement. 


Spreciric Provisions or Starr Pian C-1 


I, DEATH IN SERVICE 


A. Death gratuity: This would be payable at the rate of four times 
the monthly average gross pay in each grade, subject to a maximum of 
$3,000, with the resulting rates as follows: 

And then the rate scale is set forth, which is similar to that found 
in plan A, I believe identical. 

The gratuity would be payable in full to widows, children, or de- 
pendent parents, but to no other class of relatives. 

B. Servicemen’s indemnity: Payable at the rate of $50 monthly to 
widow, widower, children, parents, or dependent brothers and sisters, 
for 5 years and longer to an unremarried widow, or to children 
under 18 (or 21 if in school), or to dependent parents. Serviceman 
may designate within the permitted class. Benefit alternate to VA 
insurance and would be reduced proportionately ($5 per month) for 
each $1,000 of VA insurance at risk. Administered by VA. 

C. Death compensation: Payable by VA as follows: 

Basic rates: Widow, $100. Widow with one child, $135 per month. 
Additional children, $30 each. Children only, one child, $75. Addi- 


tional children, $30 each. Dependent parents: 1 parent, $75, 2 
parents, $100. 
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In addition to the above basic rates payable in cases of widow 
alone or widow with children, there would be payable an increment 
of $4 per month for each year of extended active service prior to death 
of the serviceman, exclusive of the first 3 years. In determining de- 
pendency of parents, all other Government benefits, except indemnity 
or insurance payable on account of the same death, would be con- 
sidered. 

D. FECA: Benefits would be repealed for both death and disa- 
bility, so that there would be no distinction, as at present, between 
benefits payable in Reserve cases and those payable in Regular and 
National Guard cases. 

E. Social-security protection : No social-security credits for military 
service. However, social security status at time of entry into service 
would be frozen, but the freeze would not affect the gap in coverage 
caused by the period of service for purposes of computing OAST re- 
tirement or death benefits. This gap could be taken care of in many 
cases by the existing 5-year dropout, since the period of military serv- 
ice will not usually exceed 3 years. 


II. DEATHS OF VETERANS 


A. Social security: The veteran would carry over whatever social- 
security coverage he had prior to entering service, subject to the gap 
for the time in service in computing the amount of benefits except 
as this might be covered by his general dropout privilege. In addi- 
tion, the Government would guarantee an average monthly wage of 
$200 for the purposes of OAST benefits in cases of death occurring 
within 2 years after separation from active service. In the event 
compensation or pension were payable in such cases, an election 
would be required which would be irrevocable. 

B. Indemnity and insurance: The indemnity coverage would extend 
to deaths occurring within 120 days after discharge in cases in which 
the individual was called to extended active service for more than 
30 days. The availability of special term or other insurance to men 
discharged from service would be discontinued, except as to those 
who have had their insurability impaired by service-connected dis- 
ability. The premium waiver privilege would be continued in cases 
of continuous extended active service exceeding 30 days and for 120 
days after separation from such service. 

C. Death compensation: This would be paid for service-connected 
deaths after separation on the same scale as provided in I (C). The 
service increment to the basic compensation rate would be computed 
by reference to the length of extended active service of the veteran 
at the time of his last separation from active service. 

D. Beneficiaries now on rolls: They would be given the option 
of electing the compensation benefits specified in I (C) above, with 
the service increment to the basic rate computed by reference to the 
length of extended active service at the time of separation from active 
service. In the event such an election were made and OASI benefits 
were payable at present or in the future, the amount of such benefits 
would be reduced by any portion thereof attributable to the $160 free 
monthly wage credits based on military service. Parents desiring 
to take advantage of this option would be required to meet the new 
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standards of dependency. Persons now on the rolls could continue 
to receive existing benefits, subject to existing standards, where this 
is to their advantage. The election would be required within a period 
of 1 year from date of enacting the new program. 

E. Retired personnel: They would have the rights to benefits for 
veterans as described above and, those rights afforded under the Uni- 
formed Services Contingency Option Act. 

Mr. Carnes. Mr. Bland, I wonder there if you would go back to 
page 4 for just a minute, please. Let’s call attention to the com- 
mittee as well as others to the basic rates. The widow is $100; the 
widow with 1 child is $135, plus 30 for each additional child; $75 for 
| child, and $30 for each additional child; dependent parent, $75, and 
2 parents $100. 

Now, aside from all of the various provisions of the plan, the real 
meat of the plan is those are the benefit rates plus $4 per month for 
every year a man has served on active duty beyond 3 years of service; 
is that correct ¢ 

Mr. Bianp. That is my understanding of it, Mr. Carnes. 

Mr. Carnes. All right, fine. Well, that being the understanding, 
then let’s proceed to review the chart which is contained at the end of 
the statement you just read. 

Mr. Buanp. Shall I read that chart, Mr. Carnes? 

Mr. Carnes. Yes, if you will. Let’s take those examples. 

Mr. Buanp. All right, sir. As I look at the chart, it appears to be 
addressed primarily to widow cases. I believe there is some reference 
to the parents’ rate at the bottom of the page. The first item there 
appears to involve a case where the total length of service was 3 
years. I assume that means not exceeding 3 years. The rate where 
there is a widow alone, in that kind of case, would be the $100 which 
is apparently the basic compensation rate, plus the $50, which appar- 
ently is the indemnity factor; a total of $150. 

Mr. Carnes. Now, where a widow of 3 years on the rolls would elect 
under this plan, there would be a practical universal election from $87 
to $100, because the indemnity is a supplementary feature / 

Mr. Buanp. I would think there would be a universal election be- 
cause the wartime rate is $87 and the peacetime rate at the present time 
is $69.60. 

Mr. Carnes. All right. Rather than reading the chart, I think, if 
it is all right with you, Mr. Bland, we will just highlight the differ- 
ence in a few of the rates. 

Mr. Buanp. As I look at them, sir, here—let’s take with respect to 
widow alone—let us take a case where the total length of service was 
10 years. That would involve 7 years beyond the initial 3 years. That 
would be $128 payable to that widow in the form of death compensa- 
tion, anpacaitty computed on the basis of the $100 basic rate, plus 
the result of multiplying $4 by 7 years, the excess of 10 years over the 
first 3 years, giving you $28 added to the $100 basic rate, a total of 
5128 compensation, plus $50 indemnity, making a total in that case, 
where there was 10 years’ service, of $178 payable by the VA. 

_ Mr. Carnes, The chairman had raised the question of whether rank 
isa factor here. It is only years of service? 

Mr. Brann. This would be related to length of service, with a $4 
per month increment to the basic rate of compensation for each year 
of service beyond the first 3 years. 
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Mr. Harpy. Take that 10-year man. Let’s look at him all the way 
across. I don’t think we need to break it down by the factors that 
came up; I believe he would understand those. 

In the 10-year situation, the widow will only receive $178 a month? 

Mr. Buanp. That is correct. 

Mr. Harpy. And that would be received for life, provided she did 
not remarry ? 

Mr. Buanp. Apparently so; yes, sir. 

Mr. Harpy. If she did remarry, what would she receive ? 

Mr. Buianp. She would receive nothing. 

Mr. Harpy. She would receive nothing, then. The compensation 
as well as the indemnity would discontinue? 

Mr. Buanp. That is correct. There is a guaranteed period, I be- 
lieve, under the indemnity of 5 years. 

Mr. Carnes. Yes. 

Mr. Harpy. Five years. 

Mr. Buanp. Under this plan. I neglected to mention that. 

Mr. Carnes. Maybe we should hesitate there to point out that that 
is a basic feature of difference in the plan. The guaranteed period is 
5 years, with a maximum of $3,000, contrasted with the other plan that 
guarantees even to nondependent parents a larger maximum. But 
you go on. 

Mr. Harpy. So taking that same situation over, a widow with 1 
child would receive $213 a month. 

Now, what about in case a widow who remarried—then you would 
get into the situation of children alone; wouldn’t you? 

Mr. Buanp. That is correct, Mr. Chairman. 

Mr. Harpy. And the widow with 2 children would receive $243 a 
month ? 

Mr. Buanp. Yes, sir. 

Mr. Harpy. And with 3 children, $273? 

Mr. Buanp. Yes, sir. 

Mr. Harpy. If you go down there—the payment to children alone 
does not fluctuate with the length of service. 

Mr. Buanp. That is correct, Mr. Chairman. That payment would 
be $75 to 1 child per month, as contrasted to $67 per month, the war- 
time rate today. 

Mr. Harpy. That is $75 plus $50? 

Mr. Buianp. The $50 is the indemnity assumed in that kind of case. 

Mr. Harpy. And that indemnity would carry through—well, now, 
let’s take this same widow for a minute with one child. 

Mr. Brann. Yes, sir. 

Mr. Harpy. She starts out with $213 a month and then she re- 
marries. 

Mr. Brann. Yes, sir. 

Mr. Harpy. And all of her benefits are cut off: is that right? 

Mr. Buianp. All of her benefits are out, unless she has some remain- 
ing portion of the 5 years certain for the indemnity. 

Mr. Harpy. All right. Let’s assume she had another year to go on 
the 5-year indemnity proposition. What would happen to the child! 

Mr. Buianp. The child then would pick up at the rate of $75 per 
month. 

Mr. Harpy. What would happen to the indemnity aspect for the 
child ¢ 
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Mr. Bianp. When the 5 years certain has expired for the widow in 
that kind of case, the indemnity, I believe, would be payable to the 
child up to age 18. 

Mr. Harpy. That indemnity would not be payable to the widow 
and be duplicated with respect to the child ? 

Mr. Buanp. Not as far as the 5 years certain is concerned. 

Mr. Harpy. After the 5 years certain, the child would pick up until 
he reached the age of 18? 

Mr. Bianp. That ismy understanding of the plan. 

Mr. Harpy. So the child would start off—if the widow remarried; 
that is—with only $75, with the widow getting $50 until the 5-year 
period was up, and then the additional $50 would go to the child? 

Mr. Buanp. That is as I understand. 

Mr. Harpy. I expect you understand it a whole lot better than I do. 

Mr. Bares. If you have more than three children, what is the 
situation ? 

Mr. Buanp. If there are more than three children, there is no ceiling 
on the additional item for children. 

Mr. Bates. $30 each ¢ 

Mr. Buanpb. $30 each. 

Mr. Bares. Mr. Teague was interested in that comment on page 1 
concerning relieving the servicemen of the burdensome and costly 
requirement to contribute a substantial share that is paid to social 
security. He wanted you to comment on that. 

Mr. Buanp. Well, I can only comment in the light of what was 
stated this morning in the statement which was made by Mr. Birdsall, 
when he pointed out that one of the considerations in connection with 
extending full social security to men in the service was the question of 
cost to the average man in the service, the 2 percent, which would 
amount to a minimum of $4 per month for each man in the service, 
and the point was made then that it might be in many cases that he 
would not benefit commensurately with the amount that it cost him. 

Mr. Bares. That is the unmarried man in the service ? 

Mr. Buanp. That is the young, unmarried man in the service. 

Mr. Bates. There is no man who has any more money in the world 
than a young serviceman that is unmarried. 

Mr. Buanp. I understand he has a pretty good-sized amount of 
pocket money. There is the consideration which has been suggested 
from the bench here, Mr. Bates, as to whether or not that would give 
rise to pressures for increase in pay. 

‘ I don’t know. Iam sure the committee can answer that better than 
can, 

Mr. Bates. What do youspend? Ten dollars a month aboard ship, 
Captain? That is what I used to spend, something like that. 

Mr. Bianp. I don’t know, I was never aboard ship in that position, 
but when I was an enlisted man during the war I think I spent a little 
more than that in garrison. 

Mr. Harpy. You say, if you could not spend more than $10 a month 
aboard ship, see what kind of a fine situation you would be in when 
you hit Norfolk. 

Mr. Bares. I would say when I hit Norfolk I was still spending $10 
a month aboard ship. 

To the single man—$4 a month to him would not present a prob- 
lem; but to the married man, that’s another problem. 
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Mr. Briann. I am not prepared to argue the case in behalf of the 
plan, Mr. Bates. 

Mr. Bares. He has more money than the generals and admirals? 

Mr. Brann. I feel that some of the men feel they have a good bit of 
money. 

The boy out of the farm might. The boy out of the average family 
in the citv might not, I don’t know. 

I can only judge from my own experience. 

Mr. Bares. They have $80 to $90 a month to play with. 

When I was that age, you could live on $25 a month. 

Mr. Brann. It might be a very good thing for him to make that 
contribution for his own good, both at present and in the future. 

And I suspect in many of those cases he would receive ultimately 
retirement benefits that would have justified the investment. 

There is the question of this drop-out privilege and so forth that 
complicates the fact. 

Mr. Barrs. Then you are not arguing the fact that for a young 
unmarried fellow it is a burden? 

Mr. Buianpb. I am not arguing paternalistically that it is a burden. 

I think many of them would regard it as a burden. 

Mr. Carnes. I do not think we want to put Mr. Bland too much on 
the defensive. He agreed to act merely as a reader for the staff. 

Mr. Harpy. I understand that. And he is a good reader. 

Mr. Buianp. I am perfectly willing to comment to the limit of my 
intellectual capacity, Mr. Chairman. I think it is rather limited at 
the present time. : 

Mr. Harpy. That limit you put on there assumes pretty detailed 
knowledge of this particular plan. 

Mr. Buanp. I would not be willing to acquiesce in that assumption. 

{ Laughter. | 

Mr. Bares. Well, I was not asking him on my own behalf, Mr. 
Chairman. 

Mr. Teague indicated an interest in this problem and I wanted to 
give him a full answer. 

Mr. Harpy. I think it was very well to develop those points, because 
the use of those words was a little bit intriguing to me. 

Now, Mr. Carnes disclaimed any credit for those two words. . I do 
not know where they came from. 

Mr. Branp. It would be interesting to know, Mr. Chair- 
man. [ Laughter. | 

Mr. Bianprorp. You do admit it is burdensome. _ [| Laughter. ] 

Mr. Carnes. Mr. Chairman, when you were absent from the room, 
as we began our introduction of plan C, both C-1 and C—2, I made the 
statement that we would merely present them in the record this after- 
noon and the members of the committee would ask questions, and that 
all of the Government agencies will be prepared to testify as their 
views on both plan C-1 and 2 on Monday afternoon. 

Mr. Harpy. I would like to ask the general question. 

I won’t put Mr. Bland on the staff because I realize he is just a gen- 
tleman for the whole group here as of now. 

But I am assuming that the staff group may have given some con- 
sideration to the comparative equities as between this plan and the 
ether plans. 
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Can any one of you indicate whether this plan seems to do justice to 
the equities as well as either or both of the other two plans? 

Mr. Buanp. Mr. Chairman, if I 

Mr. Harpy. Mr. Hughes wants to answer that, Mr. Bland. 

Mr. Buanp. Excuse me. 

Mr. Hueues. I am perhaps unduly rash in volunteering here. 

I think the plan quite effectively illustrates the problem presented 
by a system that is designed to exclude consideration of social security. 

And I think a reference to the table will illustrate the problem here. 

Mr. Harpy. What is the specific problem that is pointed up in 
the table? 

Mr. Hugues. The system is designed to pay a level of benefits with- 
out regard to the availability of social security. And the benefits 
provided through this system are relatively high. They are higher 
than the benefits proposed under the veterans system, under either 
plan A or plan B. 

Yet to the extent that social security would not be payable in 
addition, it might be argued that these benefits are quite meager. 

On the other hand, if social security is available by virtue not of 
military service but of other covered employment, or perhaps by 
virtue of the $160 credits, these benefits that are illustrated here in 
the table would be added to very substantial amounts of social-security 
benefits. 

For instance, under the $160 wage credit, I believe that the VA 
benefit indicated under plan C-1 for a widow and 1 child of a man 
with 3 years’ service would supplement a social-security benefit of $160. 

Mr. Harpy. Well, I notice here, Mr. Hughes, just on a comparison 
of this table, that in the case of the widow alone you would have to 
conclude that the benefits under this program without social security 
are much higher than the total benefits under plan B. 

Mr. Huenes. That is correct. 

Mr. Harpy. So if you had social security on top of this from any 
source, this plan would be way ahead of anything else. 

Mr. Hueues. That is right, sir. That is part of my point. The 
-ocial security comes mainly into play, however, when there are 
children. I therefore picked the example of the widow with one child. 

Mr. Harpy. Well, if you take the case of the widow with one 
child—have we a table on that here? 

Mr. Carnes (indicating paper to the chairman). It does not likely 
have the comparison I was looking for. 

Here we are. 

( Aside.) 

Mr. Harpy. Well, anyway—— 

Mr. Carnes. Here we are. 

(Further aside. ) 

Mr. Hueues. I think—— 

Mr. Harpy. You have it there. 

Mr. Hueues. I think I have it here, Mr. Chairman. I am looking 
ut the General Accounting Office table dated April 22 for a widow 
and one child. 

Mr. Carnes. We are looking at that, too. 

(Mr. Nelson hands to Mr. Carnes.) 

Mr. Carnes. Use this table. 
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Mr. Harpy. All right. Now let’s draw a comparison there, if 
you will? 

Mr. Hugues. Yes, sir. 

You will notice—let’s take the E-1 grade. I think that provides 
some basis for comparison. 

Mr. Harpy. All right. 

Mr. Hueues. The combined VA and OASI payment under plan A 
would be $253 and under plan B $243. 

Mr. Harpy. And what is it under this program ? 

Mr. Hueues. $185. 

Now, my point is that while this benefit might be considered rela- 
tively low in relation to plans A and B, if only the Veterans’ Admin- 
istration benefit is considered, if there is added to this benefit the 
social-security benefit of more than $100 which may well be and 
probably will be available, the total benefits provided are relatively 
liberal. And the same situation exists, I think to a greater degree, 
in the instance of the benefits for children only. 

I am saying this illustrates this problem of relating social security 
and the veterans’ benefits. 

Mr. Harpy. Now, let’s make a quick comparison on children only. 

Mr. Hugues. Yes, sir. 

Mr. Harpy. How does that work out? 

Mr. Briann. I think that is shown on table III in Mr. Eckert’s 
statement. 

Mr. Carnes. Yes, sir; we have it here. 

Mr. Harpy. Now, in the case of the E-1 

Mr. Hueues. In the cases of the E-1, plan A would pay a combined 
OASI and VA benefit of $119, under either plans A or B. 

Mr. Harpy. And under this plan C, it would be $125? 

Mr. Hucues. That is correct, sir, and there would be social security 
payable in addition. 

That would be in the amount of $50 to $60, depending on the 
circumstances. 

Mr. Harpy. And in the case of 2 children, you would have—an E-1 
would have $183? 

Mr. Hueues. Under plan B; yes, sir. 

Mr. Harpy. Under oles B. 

And under the new plan would have $155? 

Mr. Huaeues. Plus approximately $130, I believe, of social security. 

Mr. Harpy. Well, when you consider the possibility of social secu- 
rity from industrial employment, plan C appears to be the much more 
liberal of the three that we have discussed. 

Mr. Hugues. And the availability of social security under some 
cases—in some cases and not in others poses or presents inequity. 

Mr. Harpy. Just one other point. 

As to administration of the plans from the standpoint of govern- 
mental administration and from the standpoint of the individual 
beneficiaries concerned, what is the comparative simplicity of the 
three plans? 

Mr. Hucues. Mr. Chairman, I do not think there is too much to 
choose as between plan A and plan C in that regard. 

The only additional thing in plan A that is involved is the social 
security payment. 
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And as Mr. Hughes suggests, frequently there would be some social 
security payable in any event in the particular case. 

Otherwise, the two plans are very similar, in that each provides com- 
pensation in two parts: The indemnity factor and the death compensa- 
tion factor. 

Mr. Carnes. Mr. Bland, on that social security aspect, I agree with 
what Mr. Hughes says to a degree, but aren’t approximately 55 to 60 
po of the men killed in the service—their survivors are parents 
only ¢ 

Mr. Buanp. I think at least that many, perhaps more than that, Mr. 
Carnes. 

Mr. Carnes. At least that many. By the same token, those parents 
for the most part are probably covered by social security in their own 
right. ' 

Mr. Buanp. Perhaps. 

Mr. Carnes. A great many of them are. 

Mr. Buanp. I think that is a very important fact. I think in many 
instances, since the parents are not eligible until after they become 
age 65, they would have earned entitlement to social security in their 
own right. 

Mr. Carnes. In his own right? 

Mr. Buanp. Yes, sir. 

Mr. Carnes. His social security entitlement would not be increased 
by virtue of the son having been granted social security in the service? 

Mr. Buanp. It would be possible for it to be a little higher than 
what he had earned for himself, but the difference would not be very 
substantial in the ordinary case, I would not think. 

Mr. Carnes. All right. I just thought that that was a point we 
should make at this time, in fairness in trying to present both sides 
here, Mr. Chairman. 

Mr. Buanp. I might say in this connection, Mr. Chairman, if I can 
interpolate, along the lines of your last comment, this plan A appears 
to provide rather liberal VA benefits and it would be more liberal per- 
haps than the other plans if you assume that in most instances there 
would be social security payments available. 

But there is one aspect of the plan that has to be borne in mind and 
I think that that has been a large part of problem here, and that is the 
question of what it does for the career man. 

Apparently this plan contemplates that the service increment will 
more or less compensate for the fact that the long career man did not 
have an opportunity, prior to his retirement and particularly prior to 
death in service, to attain social security coverage. 

I think if you can compare benefits, adding in the service increment 
in the career case, and in the noncareer case adding in social security 
where payable, that you would find that the noncareer case would 
usually be getting more money. 

Mr. Harpy. Now, since you brought that up, that brings to mind 
another situation that I think might be appropriate to ask Admiral 
Grenfell about in connection with plan A or plan B. 

We are right now considering a Reserve bill that carries with it a 
requirement for 6 months’ active duty and we are proposing to have 
100,000 men go into that route every year. 

Now under—presumably they would be covered with respect to the 
6 months and with respect to each drill or training period. 
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What does that do to your social-security system ? 

Admiral Grenreiy. May I pass that one to our able Miss Pepper, 
Mr. Chairman ¢ 

Miss Perper. I 

Mr. BrianpForp. I think the answer 

Miss Pepper. I think those people would be covered. 

Mr. Bianprorp. Are they covered for training ? 

Miss Parrer. Yes, they would be covered. 

Mr. Bianprorp. When you go on active duty training period, do 
you get social security coverage ! 

Miss Perper. Well, we have active duty training plan covered 
on a noncontributory basis. 

Mr. Bianprorp. People who go on active duty for traming—these 
people would be on active duty for training, and not active duty? 

Mr. Harpy. Under present statute they are not covered. But 
under this bill or this plan they would be. 

Mr. Bianprorp. That is the point. These people will be on active 
duty for training, these 6-months people. They will not be on active 
duty. I wonder if there is a distinction. 

Miss Perrer. Mr. Blandford, we have those three classes in service 
divided: Active duty, active duty for training, and inactive duty 
training. 

So I think the reservists who are on their 6 months training would— 
1 believe their particular bill terms it as active duty training, the 
National Reserve plan. 

Mr. Harpy. Whatever it is, they are covered under plan A, and the 
question that was bothering me was this: If you had a contributory 
system, is that contribution going to be based only on the period of 
their actual training, based on the pay that they receive for this 1 
night a week, or whatever it is, for 7 years—714 years? 

‘How are you going to separate that from social security in private 
employment ? 

Captdin Hoyt. Mr. Hardy, if I may answer that question ? 

The bill does not contemplate any social-security deductions for 
these nightly drills at the armory, for instance. 

Mr. Harpy. Well, who is going to pay that? 

Captain Hoyt. Well, the reason for that is 

Mr. Harpy. I think it would be silly if it did, but I want to know 
who is going to pay it ? 

Captain Hoyr. Let me say this: The average one of those boys 
who is not in active service but is performing training at the armory 
is working in covered employment. 

Now if he is working in covered employment, he is earning his 
social security there, and if his contributions from the military, was 
in excess of the maximum he would get a refund on them, from the 
social security. 

That is only refund you get from'the Social Security System, is if 
your total contributions from multiple employers is greater than the 
maximum amount that you get. 

So in general, because of the bookkeeping and because many of the 
people that are dr illing at the armories do not draw any pay of any 
sort in this country, we just had the consultation with the OASI people 
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in Baltimore and decided for the people who were in training at 
armories it was not worthwhile collecting or going through the book- 
keeping to collect one-thirtieth of a month’s pay and 2 percent of that, 
which would all be pennies. 

It would cost more to check. 

Mr. Harpy. So under this reserve plan we have now, we are going 
to bring in 100,000 new boys every year into this 6 months active-duty 
proposition, under which he will get automatic social-security cover- 
age from the day he reports or from the time that he is ordered to 
report actually under this bill, and then he is continued under social- 
security coverage regardless of what employment he is in for the 
time that he is training, for 714 years, and he makes no contribution 
for that specific training. 

Mr, Buanprorp. Not for the 744 years. Only for the 6 months. 

Captain Hoyr. He makes the contribution for 6 months. 

Now if he has no other social security 

Mr. Harpy. If he is drilling every night during that period of drill 
he is covered. 

Captain Hoyt. If he gets killed at that time, he is covered. 

Mr. Harpy. That is what I am talking about. 

Captain Hoyvr. If he gets killed. 

Mr. Harpy. I am not talking for the 7 days in there. 

Captain Hoyt. No, no. 

If he were to get killed, he would get social security coverage on 
the basis of that 6 months’ contribution, you are correct. 

Mr. Harpy. Six months’ contribution. 

Mr. Carnes. He would contribute while he is on active duty. 

Captain Hoyt. He is contributing while he is on active duty for 
that 6-month period. 

Today he gets the same coverage—if he has been in the service for 
90 days, he gets his $160 a month. 

Mr. Harpy. I just threw that one in there. 

Maybe I should not have said a word about it. But it is just one 
more little complication. 

Captain Hoyt. In drawing up this bill, we have tried to take cog- 
nizance of the new Reserve Act, and we have covered the people on 
the indemnity and the—— 

Mr. Harpy. When he is on his 2 weeks’ active duty, does he pay 
into the social-security fund for that purpose ? 

Captain Hoyt. Yes. 

Mr. Harpy. And the fellow who has been on active duty for a period 
of 4 years under this proposed bill and stays on active duty or rather 
stays in the Ready Reserve for an extended period of time, varying 
from L to 4 years, the way the bill is drawn 

Captain Hoyt. Yes. 

Mr. Harpy. And is subject to call to active duty for 45 days— 
would pay into social security for those 45 days? 

Captain Hoyt. Yes, sir. 

Mr. Harpy. Regardless of what might be his employment status 
on the outside ? 

Captain Hoyr. That is right. 

Mr. Buanprorp. Mr. Chairman, may I ask a question which I am 
sure has been asked before, but just for my own edification. 
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How many quarters coverage—how many quarters of coverage 
does, say, a career officer or enlisted man have, or even a reservist have, 
who has been on continuous active duty since 1940? 

How much leave on June 30, 1955, and where will that put him, 
if the social security stops ? 

Captain Hoyr. He would have had 60 quarters and he would be 
totally and permanently insured. 

Mr. Carnes. Now where does that put him—that applies to every 
career man and every reservist and everybody ? 

Captain Horr. That is right. 

Mr. Carnes. So as of June 30 everybody who has been on active 
duty since 1941 will have 60 quarters of coverage. 

Now he is home free. He has not contributed a penny, but at 
the age of 65 he will start drawing social security coverage; is that 
right ? 

Captain Horr. Under certain circumstances. He will do it more 
often than he will not. 

Mr. Carnes. You are assuming he is retired for disability, as I am. 
But let’s assume 

Captain Horr. No. 

Mr. Harpy. After he retires on longevity ? 

Captain Horr. We went through all these categories before, Mr. 
Blandford. 

They are very complicated. If he is a World War I veteran he 
is home free, regardless of whether he retires for disability or not. 

If his pay is not figured on the last half, any service from 1947 on— 
if he has completed 30 years before 1947 he is home free. 

If he is retired for disability and has his pay computed on the 
basis of percentage of disability, he is home free. 

I would say—and if he has picked up covered employment since he 
is out, the $160 will help him. 

Mr. Buanpvrorp. I am sorry I asked the question. [Laughter.] 

It does appear that we have a large bulk of people who without 
the Congress doing another thing will receive some type of coverage, 
social-security coverage, when they are 65 years of age. 

Captain Horr. That is correct, and there are literally millions of 
them who will benefit in the field of survivorship from it. 

Mr. Buanprorp. Now supposing a man leaves the service on July 
1, retires for any reason, and he is covered. 

Let’s say he retires for total disability and he is 55 or 56 years old 
and he is not old enough yet to get social security and he drops 
dead. 

What does his widow get? 

Captain Horr. His widow would get the full benefit of that 
coverage. 

When she is 65 or if there are minor children she would get the 
money immediately. 

Mr. Harpy. I think we better get back. 

Any more questions on this particular plan? 

We are just finishing up plan 1, Mr. Teague. 

Have you anything you want to ask about that? 

Mr. Teacuer. No. 

Mr. Harpy. You have any questions, Bill? 
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Mr. Bates. No; excepting it does help that man Mr. Birdsall was 
concerned about this morning who had unusual earning capacity 
outalty It helps him but penalizes the man who is in the service, 
relatively. 

Mr. Harpy. Allright. What is next? 

Mr. Carnes. Mr. Chairman, before we take up plan C-2, I think it 
would be wise to have inserted in the record at this point a staff 
analysis which has been made of plan C-1, setting forth certain charts 
which help explain the plan. 

Mr. Harpy. If you are talking about the material that is before us, 
I think it should be inserted in the record at this point. 

(The information referred to appears as appendix I.) 

Mr. Carnes. Mr. Bland, just proceed on, if you will, please. 

Mr. Harpy. We will take up plan No. 2 now? 

Mr. Carnes. It is just a simple question of reading this into the 
record. And perhaps read one of the illustrations, if you would, one 
of the widow’s illustrations and one of the children’s illustrations, 
And we will incorporate in the record all the other illustrations with 
the permission of the chairman. 

Mr. Buanp. You are getting to plan 2 now ? 

Mr. Carnes. Yes, sir. 

Mr. Buanp. C-2. 

Well, that plan would not include contributory social security. 
The rates are indicated on the first page. The widow’s rate would 
be $150 per month. The widow with one child, $225 per month. Two 
children, $260. With three children, $295. And $30 for each addi- 
tional child. 

The rates for children alone would be—— 

Mr. Carnes. There was quite a bit of talking up here. 

Mr. Buanp. Excuse me, 

Mr. Carnes. I wonder if you would start over with the widows only 
so we can be clear? 

Mr. Buanp. I will be happy to, Mr. Carnes. 

Mr. Bates. Just talk a little louder when I am talking here. I 
don’t want to annoy the chairman or the counsel. 

Mr. Buanp. I will try to look up from the sheet occasionally, Mr. 
Bates, and keep abreast of the situation on the bench. | Laughter.] 

Starting again, sir: This would not include contributory social 
security. The rates indicated on the first page: 

$150 per month for the widow alone. If she has 1 child, the rate 
would be $225. With 2 children, $260; with 3 children, $295, and 
$30 for each additional child beyond 3. 

If there was no widow or if the widow had remarried, presumably, 
the rate for 1 child only would be $125 per month; for 2 children, 
$175 per month, equally divided; and for each additional child, $50 
per month. 

That is to say, $175 base amount plus $50 for the third child, and 
so on. 

Mr. Carnes. That is a misprint there, Mr. Bland. It should be 
$125 base amount. 

Mr. Buanp. Yes, sir. 

Mr. Carnes. All right. 
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Mr. Buanp. The rates for dependent parents : 

One dependent parent, $125, and two dependent parents, $175 per 
month, equally divided. 

“Under this plan a level of survivor benefits has been established 
for all classes of beneficiaries. 

Under this plan the Veterans’ Administration would guarantee to 
eligible beneficiaries the above compensation rates in total. Vet- 
erans’ Administration compensation payments would be reduced by 
any other survivor benefits being paid by the Veterans’ Administration 
or Social Security. 

Under this proposal the definition of dependency as applied to 
adjudication of dependent parents cases would be more restrictive 
than currently provided. The restrictions in this regard can parallel 
those suggested in committee print B. 

Mr, Carnes, Let’s take, Mr. Bland, the widow with one child. 
The example on the next page, will you please? 

Mr. Buanp. The example on the next page of the rate for a widow 
ahd 1 child—the basic amount is $225 per month, which would be 
guaranteed in that case. 

Now, in that situation, the thing would breakdown this way: 

$117.80 is available from Social Security in an E-1 case. The 
ditference between that and $225, the guaranteed amount, is $107.20, 
whieh would be payable by, the VA. 

Mr. Carnes. That is, if they had Social Security in their own right, 
Mr. Chairmaii. 

“Mr. Bianp. That is assuming there was Social Security earned in 
ecivillife. 

Mr. Carnes. By virtue of the $160 per month wage credit. 

Mr. Buanp. That is correct, or virtue of those credits, that is correct. 

Mr. Harpy. In other words, that would assume a continuation of the 
present $160 credit. 

Mr. Carnes. No, sir. 

Mr. Bianp. Not as I understand it, Mr, Chairman. 

Mr. Harpy. That is what I want to understand. 

Mr. Brann. My understanding of this plan, which was developed 
1 the staff, was that it would not perpetuate the $160 free wage credits. 
‘There would be no Social Security coverage while in the military. 

Mr. Harpy. Well 

Mr. Branp. So this would assume a situation where the Social Se- 
curity coverage accrued on the outside before entering the military 
service. 

Mr. Bares. What are we throwing that into this plan for? 

Mr. Carnes. Let me say, Mr. Chairman, the staff divine this plan, 
Mr. Chairman, somewhat at the committee’s insistance. There was 
a great deal of demand for a plan that is simple. 

Now, this is the very simplest plan that could possibly be devised. 
There is no indemnity inthis plan. There is no offset in the plan. It 
does not have any of the gimmicks or any of the things which have 
caused confusion that are inherent in all of the other plans. 

However, in presenting this plan it does provide a basic level of 
benefits in the future for all beneficiaries under the permitted class. 

But I think, as the committee members themselves evaluate this 
plan and raise questions which create inequities, that we hope that 
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this plan may serve the purpose of letting the committee understand 
some of the problems and necessities for some of the technicalities 
contained in all of the rest of the three plans which have been proposed, 

Mr. Harpy. I don’t think there is any lack of a realization of the 
problems on the part of any members of the committee. 

Mr. Oarnes. No. 

Mr. Harpy. I don’t quite understand why this $117.80 social-secu- 
rity item is included in this thing. 

Mr. Bares. That is the point I raised. 

Mr. TeAcvr. What he means is they raised this plan to convince 
us that their plan is right. [Laughter. 

Mr. Carnes. I think Mr. Teague has a point well made there, and 
| think that partly that may be the purpose of this plan, too. 

Mr. BuanpForp. May I ask, Mr. Carnes, this question: 

As I understand it—just taking the widow and one child. 

Mr. Carnes. Yes, sir. . 

Mr. Buanprorp. If an E—1—and you are only using an E-1, because 
that would be the lowest pay scale and that would be the lowest type 
of a contribution that would be made. And assuming that that indi- 
vidual had built up social-security credits one way or another, al- 
though why it is E-1 or E-6 at that point, I don’t understand. Be- 
cause you are assuming, I presume, that this man had wage credits 
from some other source. So I don’t frankly see any reason why you 
distinguish between E-1 and E-6. 

But let’s forget that. But nevertheless here is a man who has built 
up wage eredits who dies leaving a widow and one child. 

Now, regardless of how he got those wage credits established, the 
umount that his widow is entitled to receive with 1 child from social 
security is $117.80. 

Now, the Congress in its wisdom says, “Now, in our opinion a widow 
with 1 child should receive not less than $225 a month.” 

Mr. Carnes. That is correct. 

Mr. Bianprorp. For the support of herself and that child. There- 
fore, since you have $117.80 from social security, the VA will give 
you $107.20 to make up the difference between that and $225? 

Mr. Carnes. That is exactly right, Mr. Blandford. 

By the same token, if that widow, by virtue of this man’s prior 
-ocial security earned status got $117.80 and that man had national 
-ervice life insurance in effect which paid her $57.20, then the Govern- 
inent would only pay $50 even. 

The purpose of this plan is exactly as you stated, to set a minimum 


base which the Veterans’ Administration would guarantee to all 
widows. 

The man in the service would have the satisfaction of knowing 
that if he had a widow, that regardless of where it comes from, she 
would always get $150 ae month. If he has a widow with 1 child. 


they would get $225. But if there are payments made from social 
security or GI insurance or other sources, then the VA would only 
pick up the difference. 

Mr. Harpy. You mean other governmental sources ? 

Mr. Carnes. No; other governmental, VA, or social security. 

Mr. Buanprorp. This is just free insurance. If he has national 


‘ervice life insurance which he is paying for, that would not enter into 
it. 
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Mr. Carnes. No, sir; that would be a Veterans’ Administration pay- 
ment and that would be a deduction. An offset has been suggested in 
ell of the other plans. 

Mr. Bianprorp. I assume you gave her back all the premiums he 
has paid over all the years? 

Mr. Carnes. You mean give the widow the cash value of the policy 
or return of premiums ? 

Mr. BLanprorp. Sure, because he hasn’t been paid anything under 
the circumstances. 

Mr. Carnes. The man in the service today has the right of the 
gratuitous indemnity. 
~ Mr. Brianprorp. I know, but suppose they continue the national 
service life insurance. 

Mr. Carnes. Most of them have a waiver. 

Mr. Bianprorp. Well, that would be a problem. The point is, this 
is regardless of how the wage credits were established. 

Mr. Carnes. Yes, sir. 

Mr. Buanprorp. So this takes care of the problem of all the con- 
structive credits that Captain Hoyt was talking about. 

Mr. Carnes. That is right. — 

Mr. Bianprorp. If social security dropped dead as of June 30 for 
all service people, that would take care of that problem. If men 


wanted to go out and get social security fine, and all right if they 
don’t want to. 


Mr. Carnes. That is right. 

Mr. Bianprorp. Anybody that dies in the service is guaranteed 
this amount. 

Mr. Carnes. I would like for some of the other staff people to ex- 
press themselves on it. 

Mr. Eckert? 

Mr. Ecxertr. I only had this thought, that this approaches the 
problem from a different philosophy. 

In this case, the Congress will sit down and determine what a 
widow needs, what a widow and 1 child needs, and what a widow 
with 2 children needs, and establish that scale. And then they will 
examine the situation to see what is available to this widow from other 
Federal sources and adjust this maximum or minimum payment. 

Mr. Harpy. Isn’t that what the Congress did when it fixed the 
widow’s rates under social security, and isn’t it what it did when it 
fixed the rates of compensation under the Veterans’ Administration ? 

Mr. Ecxerr. No; because there those are independent programs. 
The complexity of this situation arises from the fact that some widows 
get social security, some get indemnity, some get insurance. If you 
would take this situation 

Mr. Harpy. Yes; but when social security was proposed, it was 
not designed to add or be additive to a veterans compensation, and 
neither was veterans’ compensation intended to take into account 
the fact that social security was going to be paid. 

Mr. Eckert. Well, I think 

Mr. Harpy. Each of them was supposed to stand on its own bottom. 
Each was to have a relationship to the needs of the beneficiary. 

Mr. Eckert. Mr. Chairman, I have no question of the social- 
security program. I have some question in the veterans’ benefit area 
in that when they were generated there was no social security. 
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Mr. Harpy. That is exactly right. It certainly didn’t contemplate 
there was going to be social security added to it. 

Mr. Buianprorp. Wasn’t the constructive credit for social security 
merely to provide a system whereby a man who was drafted during the 
war mouth continue to earn wage credits while he was in the service? 

Mr. Bares. That is it. 

Mr. Buianprorp, And nobody gave much thought to what would 
happen to his dependents or survivors. That was to assure a 
continuity. 

Mr. Carnes. The coverage was the main purpose. 

Mr. Buanprorp. Now, where are the inequities that this plan has? 
Who is going to develop the inequities in this plan ? 

Captain Hoyt. I would like to suggest one that occurs to me. 

Mr. Carnes. All right, Captain. 

Captain Horr. And that is if you are going to use the social security 
as an exclusion, why not any other source? If that is all a widow 
needs, why not take away—examine all sources of ificome ? 

Mr. Carnes. You mean such as private insurance? 

Captain Hoyt. Supposing a widow has an income from 1,000 shares 
of te aan stock. Congress has said she is only entitled to $150 a 
month. 

Mr. Buanprorp. Congress hasn’t said anything of the kind. Con- 
gress has said its Federal obligation to that person is so much. 

Mr. Harpy. Of all of the people sitting in this room to come up 
with a comment like that, I thought Joe Hoyt would be the last. 

Captain Horr. No; Iam sorry to beso unpredictable. [Laughter. } 

Mr. Harpy. Well, that isn’t surprising. 

Captain Horr. But the fact remains that when you start exclud- 
ing one kind of income, you should exclude all. 

Mr. Buianprorp, That doesn’t necessarily follow at all. This is 
an obligation. 

Captain Horr. Well you got an obligation—— 

Mr. Bianprorp. This is something that the Government has taken 
on. You have social security. You have the Congress saying there 
has to be a minimum payment so a person can live in some semblance 
of a standard of living to which they have become accustomed. 

Captain Hoyt. Of course I have learned, for example, before I 
came into the services—I had a little social security benefits. 

Mr. Buanprorp. Yes. 

Captain Hoyv. Let’s say on the outside—there are thousands of 
people in time of war who come in who have a very substantial amount. 

Mr. Buanprorp. All right. 

Captain Horr. That is not part of the Government’s obligation. 
Frankly, the Government has nothing to do with it. 

Mr. Bianprorp. Your employer contributed 2 percent and you 
contributed 2 percent. 

Captain Horr. That is correct. 

Mr. BianpForp. And you built up some social security coverage. 

Captain Hoyr. Yes. 

Mr. Bianprorp. Now 

Captain Hoyt. That social security coverage would be deductible 

ere. 

Mr. Buanprorp. That is right, and there is no reason why it 
shouldn’t be. 
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Captain Horr. I don’t see why. 

Mr. BLanprorp. Because—— 

Captain Hoyr. You are assumed to have earned something. In 
other words, the Government’s obligation to my widow or the widow 
of any thrifty or prudent man is less than it is to somebody who sat 
around the corner store—— 

Mr. Bianprorp. Why does the Government put a limitation, then, 
on social security benefits? 

Mr. Harpy. I think I am going to have to referee this battle. | 
think we probably won’t accomplish a great deal by this approach. 

Mr. BLanprorp. But, Mr. Chairman, are there any other imequities ’ 

Mr. Harpy. That is a good question. 

Mr. Carnes. Mr. Blandford, let me say we acknowledged—of the 
staff group, I don’t think there is a one that looked at this that had 
not acknowledged that there are quite a few inequities in this program. 
‘T am sure on Monday afternoon, when the various agencies testify, 
they are going to bring forth these inequities. 

But the staff group—this isn’t something that we just merely 
conjured up in an hour or so. We talked quite a while about it. The 
committee has constantly said that we ought to get something that 
is simple, and we ought to get a new approach to the thing. This is 
extremely simple. It is a new approach to it. 

However, when you get to the field of inequities, I think that as the 
various people testify as to the inequities inherent in this plan, which 
is a simple plan, that it points out why of necessity we have had to 
incorporate, as a staff group, some of the things which are gimmicks 
and complexities of plans A, B, and C. 

So, Mr. Chairman, it has been a conscientious effort. And on the 
basis that it may look a little superfluous, it wasn’t meant to be so. 

Mr. Teaevr. Mr. Chairman, I want to express my personal thanks 
to the staff for this plan. We sure had a hard time getting them 
to do it. 

Mr. Harpy. We sure did. 

Mr. Carnes. Mr. Chairman, unless the committee wants to pursue 
these 2 plans further, the agencies will be prepared on Monday after- 
noon, each of the 5 Government agencies, to testify as to the merits 
of both plans C-1 and C-2. 

Mr. Harpy. That includes Social Security ? 

Mr. Carnes. Yes, sir. 

Mr. Harpy. Because I am particularly interested in having their 
reactions of these plans. They have been very helpful and they have 
been sitting back here listening to the committee toil with certain 
‘aspects of social security and haven’t said a word. But I think it 
probably is just as well that we sign off now until Monday, unless 

‘there are other members of the committee who have some questions 
or comments to make. 

Anything, Bill? 

Mr. Bares. I just hope when they come up here Monday they will 
not only criticize this plan but also indicate where it is good and 
also what minor corrections might be made to straighten the whole 
thing out. 

Mr. Carnes. Yes, sir. 

Mr. Harpy. Anything you have to say, Mr. Teague? 
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Mr. Tracur. No comments. 

Mr. Bares. In other words, we don’t want them to just devise a 
plan that is simple and all fouled up and say no simple plan will 
work. 

Mr. Teacur. You are giving them credit to say they put very few 
inequities in there. They could have put a lot more in. [ Laughter. | 

Mr. Harpy. I want to express my appreciation to the staff for 
coming in with both of these plans, C plans, and especially to Mr. 
Bland for sitting down there and presenting them, because there 
are certain aspects of them that I know he has a hard time even 
presenting, let alone agreeing on. But 

Mr. Teacur. Mr. Chairman. 

Mr. Harpy. Mr. Teague. 

Mr, Teacvur. If the committee comes up with as good a bill as the 
staff has done work on this thing, we will have a mighty good bill 
when we get through. 

Mr. Harpy. The staff has really done a lot of work on it, and I 
appreciate it very much. 

So we will adjourn. Wait a minute before we do. This is off the 
record a minute, Sam. 

(Discussion off the record.) 

Mr. Carnes. Mr. Chairman, before we conclude I would like to 
have inserted in the record at this point staff plan C-2. 

Mr. Harpy. Without objection, so ordered. 

(The information referred to appears in appendix M.) 

Mr. Harpy. The committee will stand adjourned now, to reconvene 


in this room at 2 o’clock on Monday. 
(Whereupon, at 3:50 p. m., the committee adjourned, to reconvene 


at 2 p.m., Monday, April 25, 1955.) 
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House or REPRESENTATIVES, 
SeLecr CoMMITTEE ON Survivors’ BeNerits, 
Washington, D.C. 

The committee met at 2 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 

Mr. Harpy. Let the committee come to order. 

We want to continue the hearings today with some further discus- 
sion and consideration of plan C-1 and C-2. 

Our first witnesses this afternoon will be representatives of the 
General Accounting Office, Mr. Nelson and Mr. Eckert. 

Will you gentlemen please come forward, one of you or both of 
you, as you see fit. 

Mr. Carnes. And Mr. Christovich. 

Mr. Harpy. Mr. Christovich, you want to join them, too. 

Have a seat, gentlemen. 

Mr. Eckert. Thank you, Mr. Chairman. 

Mr. Harpy. Now, Mr. Eckert, will you be the principal spokesman 
for the General Accounting Office on this particular phase? 


FURTHER STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE AT- 
TORNEY; ACCOMPANIED BY LLOYD A. NELSON, ASSISTANT 
DIRECTOR, ACCOUNTING SYSTEMS DIVISION; AND CHARLES G. 
CHRISTOVICH, GENERAL ACCOUNTING OFFICE 


Mr. Ecxsert. I will sum it up, Mr. Chairman, and if the committee 
pleases, any one of us at the table would participate in the questions or 
answers, if that is agreeable. 

Mr. Harpy. Just go ahead in the manner in which you prefer. 

Mr. Eckert. First we will consider staff plan C-1. I will try to 
briefly summarize what this plan C—1 would do. 

The plan C-1 provides limited protection of preservice and post- 
service social-security status. 

This is done through the effect of a limited freeze of a man’s entitle- 
ment. This would to some extent impair the — of members for 
continuity of coverage, by providing a gap in the coverage in many 
instances. It would not be continued such as the $160 wage credit 
does today. 

Now, unless some provision is made for reimbursement of the social- 
security fund, there would be in many instances an impairment of the 
fund for the limited coverage that would be provided. 
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With respect to compensation, plan C-1 would provide for uniform 
payments from VA. This does not mean necessarily that there would 
be uniformity among beneficiaries, because of the fact that some would 
have social security and hence would receive that in addition. Now, 
this phase of it, of course, is different, distinguished from plans A and 
kb, which, would combine the coverage to -previde the ultimate benefit 
of the combination. 

Plan C-1 would add a service increment to recognized years of 
service in the compensation payment granted. Plans A and B, as the 
—— will recall, recognized this through the rate of pay. 

Plan C-1 would modify ‘the present indemnity program by limiting 
beneficiaries, reducing monthly payments, and extending for a longer 
period of time the payments to those qualified. 

Now,- these are desirable modifications’ of-the existing indemnity 
program. However, as indicated in plan C, the overall approach pro- 
viding adequate compensation questions the need for a separate in- 
demnity program. 

The indemnity would cut off after 120 days after service, and to this 
extent itmight be said to discriminate against the veteran dying there- 
after of service-connected causes. 

Only death in service and within 120 days after service qualify for 
indemnity. 

With respect to the rates to be provided for this program, the rates 
established for a widow alone seem high and are higher generally 
than the other two programs. 

Mr. Carnes, Mr. Eckert, pardon the interruption, but so the people 

can follow here, the rates are stated here on page 4, in plan C-1. 

Proceed. 

Mr. Eckerr. However, the rates for a widow and children appear 
low if there is no social security available. 

You will understand this plan doesn’t encompass social security, 
but leaves to the widow and children any social security to which they 
might have been entitled because of covered employment by the wage 
earner. 

This, of course, is a problem with respect to any program that 
doesn’t incorporate social security. Rates must be set somewhere on 
a middle-of-the-road basis, which would give some recognition for pos- 
sible social security and some recognition where no * social: security 
coverage is available. And in designing the rates, unless social 
security is integrated you are always in the position of making them 
too low or too high in the particular instance of the survivors who 
have or would receive social-security benefits. 

I think that is the situation here. The rates may be said to be low 
to a widow and child who had no social-security coverage. Yet, with 
social security, they might be considered as on the higher side. 

I think this is also apparent in this case with the children. Well, 
from some examples, you might take the one child under C-1. It a 
vides for the payment of $75 plus $50 of the indemnity if the child is 
named, whieh would give them $125. 

Now, in addition to that, a child might receive as much as $81 
through social security. 

So that under this program you would have the situation where a 
child could get as little as $75 and another child of a deceased service- 
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man could receive $206, or the $75 plus the $50 indemnity plus the 
ssl social security. The payment going to that child would be $206. 

Mr. Harpy. Those points of inequities or inequalities which you 
are making now would seem to constitute arguments for plan C-2. 

Mr. Ecxerr. Well, to some extent I would agree, Mr. Chairman, 
that there would be arguments in favor of C-2. They might be con- 
sidered arguments in favor of A or B, which integrates those things., 

Mr. Harpy. At any rate, those arguments are against plan C-L. 

Mr. Ecxerr. My thought would 

Me Harpy. Go ahead. You'can find some for it and some against 
. if you got any. 

ie Eckert, With respect to the dependent parents, the program as 
devised in C-1 would disregard amounts received from the V eterans’ , 
Administration as insurance or indemnity, thus allowing the parents: 
‘o receive the amounts stated in addition to other amounts from these 
Federal. sources. 

The parent program in that respect would be somewhat similar to 
the children’s program in that the amount stated could be low or when 

udded together with other benefits would be seemingly high. 

The death gratuity under C-1 would be similar generally to that 
provided in the other programs presented to the committee. . 

[ might sum up. We would suggest the possible advantage of this 
program is that the serviceman would pay nothing for limited social- 

security protection granted, and two, that this program would provide 
an inerease over the present VA rates. However, this does not neces- 
sirily increase the overall benefit to a particular beneficiary. 

Three, the program provides more adequate benefits, limited to de- 
pendents and unremarried widows. 

Four, the payments from the Veterans’ Administration would be 
uniform -with the service increment for longevity. 

Five, the program would provide appropriate adjustments of new 
henefits elected by beneficiaries on the rolls, by the social security 
attributable to the $160 wage credit. 

And 6, we feel that 

Mr. Carnes. I wonder if you would elaborate on No. 5, please, Mr. 
Eckert ¢ 

Mr. Ecxerr. Well, this would provide that to the extent coverage’ 
under social security was provided during the man’s service, to elect 
to the present program, they would have to adjust any amount. 

Mr. Carnes. You mean where the social security was entirely the 
result of the $160 a month gratuitous wage credit ? 

Mr. Ecxerr. That is correct. And it is on the last page of this 
statement where it is provided that the—starting on page 6: 

In the event such an election were made and OASI benefits were payable at 
present or in the future, the amount of such benefits would be reduced by any 


portion thereof attributable to the $160 free monthly wage credits based on mili- 
tary service. 


So you would adjust this compensation payment downward by the 
amount of social security attributable to this $160 credit. 

Mr. Harpy. But you would make no adjustment for : any other social 
security earned ? 

Mr. Ecxerr. That is correct. 
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Mr. Carnes. If a widow were drawing $103 or $108 in social security 
and $9 of that were attributable to this $160, you would reduce her 
VA benefits by $9? 

Mr. Ecxerr. That is my understanding. 

Mr. Carnes. Yes. 

Mr. Harpy. Now, suppose—see what your understanding would be 
under this: There are conditions I understand under which this $160 
wage credit would act to reduce social-security benefits. Now, would 
that provision work in the reverse ? 

Mr. Ecxerr. I would assume that there would be no reduction in 
this benefit in that case, where the $160 wage credit acted to the detri- 
ment of the soldier or the serviceman. And that I think is a distinct 
possibility. 

Mr. Harpy. If that were the case, if that provision worked both 
ways, it would seem that the $160 wage credit would be removed in 
order to permit the higher social-security benefit. You don’t under- 
stand this plan proposes a penalty either way it goes? 

Mr. Eckert. I don’t think there is a question of penalty. It sets 
a fixed amount, and it would reduce it by any amount that the Gov- 
ernment had contributed in effect to the plan. 

* Mr. Harpy. All right. 

Mr. Eckert. You see—— 

Mr. Harpy. Suppose the Government’s contribution had caused a 
man to lose money on his social-security benefits ? 

Mr. Eckert. They would still be limited, as I read this, under the 
general amount that has been established here for the beneficiary. He 
could not go higher, in other words. It would not be adjustable the 
other way. 

Mr. Bares. (Aside.) 

Mr. Carnes. Mr. Eckert, I wonder if you would give us 1 or 2 
practical examples of the effect of what you were just saying. I think 
it is still a little confusing. Can you reduce that to an example? Even 
if it is a hypothetical example, it would be all right. 

Mr. Harpy. Well, maybe we ought not to belabor this particular 
point. It is just one facet in this total picture of these points that you 
were enumerating. I think you were enumerating the advantages in 
this plan; weren’t you? 

Mr. Ecxert. That is correct. 

Mr. Harpy. And this was No. 5. So this is just one of them. I 
think maybe we better leave that and keep on with No. 6. 

Mr. Eckert. We feel that there is one more advantage in that there 
would be more appropriate standards of dependency in case of parents. 

Mr. Harpy. There would be what? 

Mr. Eckert. More appropriate standards criteria for determining 
dependency in the cases of parents. 

Mr. Carnes. In other words, you like the language of plan C-1 
as relates to establishing the dependency of parents? 

Mr. Eckert. Well, the language treats very generally, but it indi- 
cates a tightening and strengthening along the lines of plan B, of the 
dependency criteria. 

Mr. Carnes. It is an improvement over what we have now, in your 
opinion ¢ 

Mr. Eckert. Very definitely. 
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Mr. Harpy. Of course insofar as standards—any specific item of 
that kind is concerned—that would be subject to adjustment with 
respect to any plan that might be considered. 

Mr. Ecxert. That is correct. 

Mr. Harpy. I don’t think that is particularly important insofar 
as discussion of this plan, particular plan is concerned. Because that 
is a definition, apparently, that you are talking about of dependency 
for parents. 

Mr. Eckert. That is correct. 

Mr. Harpy. Which might be made applicable to any plan con- 
sidered. 

Mr. Ecxerr. I think it is generally applicable to some extent to 
both plans A and B, We were trying to sum up advantages not as 
distinguished with these programs 

Mr. Harpy. In trying to find advantages to this plan, you didn’t 
have very much luck; is that what you mean? 

Mr. Eckert. I didn’t think that was too bad. 

Mr. Harpy. Where is that advantageous over the other plan we 
have had before? 

Mr. Eckert. I said this was not. necessarily advantageous over the 
other plans. It was advantageous over existing circumstances. 

Mr. Harpy. So that one you might put in most of your advantages 
for the various plans that are before the committee ? 

Mr. Eckert. That is correct, Mr. Chairman. 

Mr. Harpy. All right. 

Mr. Eckert. That sums up the analysis on C-1. If you would like, 
we would be glad to discuss or answer questions on C-1 before we 
move on to C-2. 

Mr. Carnes. Mr. Eckert, what were the disadvantages to plan C-1? 
Did you all attempt to enumerate those ? 

Mr. Eckert. Well, we enumerated those in the diseussion or I 
thought I did in the discussion we had. We start with 
Mr. Harpy. Yes. 

Mr. Eckert. That was generally the inapplicability of social 
security and to some extent the impairment of rights of members under 
the limited freeze, if you can call it a freeze, that would be provided 
by this plan, and also to some extent an impairment of social security 
to the extent that any cases would be paid from the social-security 
fund as a result of this 2-year provision, without reimbursement by 
the Federal Government. 

We felt that the continuance of the indemnity plan as set forth in 
C-1 was unnecessary and disadvantageous. And we felt that the 
rates to some extent were not as advantageous, well, from both sides, 
I suppose. 

In the widow’s case we felt the rates were a little on the high side, 
and for the widow and children they were on the low side. That is 
compared 

Mr. Carnes. Of course all of your thinking was predicated on 
whether or not they received social security or didn’t receive it. 

Mr. Eckert. That is correct. And, of course, that is one of the 
prime problems with any plan that does not involve social security, 
is that you have no opportunity to weigh it. 

In the ease where you have one beneficiary who has no social security 
or has no entitlement to social security and the other one which does. 
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Mr. Carnes. In plan C-1 the indemnity is also variable, isn’t -it’ 

Mr. Ecxerr. Yes,sir. It is variable to some extent. 

Mr. Carnes. Therefore, a widow may not know too clearly where 
she stands under plan C-1. 

Mr. Eckert. That is correct. I think that goes through all the 
categories, children, and so forth. 

Mr. Harpy. The variableness in C-1 only relates to your $4 for 
longevity, is that right? 

Mr. Eckert. Pardon me? 

Mr. Harpy. The variableness—what is your variableness with -re- 
spect to indemnity—not indemnity—— 

Mr. Carnes. Social security. 

Mr. Bares. Indemnity and social security, both. 

Mr. Harpy. On C-1. 

Mr. Ecxerr. The variable on C-1 is that the $50 can be given to 
any beneficiary. 

Mr. Bares. That is true of any plan where you have the election on 
beneficiaries. 

Mr. Ecxerr. Yes; that would be correct. 

Mr. Bares. Any plan. 

Mr. Eoxerr. To that extent, I think it is similar to plan A. I 
think that provided the $50 could be designated by the serviceman. 

Mr. Harpy. What is your reaction to the reasonableness of the 
$4 additional for years of service above 3? 

Mr. Ecxerr. Well, as I recall, the approach, the other plans were 
to base it upon pay. This one now gets back to the umiform rate 
and bases it upon length of service. I think there are many good 
arguments in favor and against such a proposal. 

it would of course increase the benefit by the length of service. 
years of service, that a member had. 

On the other hand, it would not necessarily distinguish between 
rank. Thus, under this plan a master sergeant’s widow might receive 
the same benefits that an admiral’s widow would receive, providing 
‘of course their years of service were the same. 

Mr. Harpy. If you want to give any weight for variations either 
‘py rank, by pay, or by length of service, do you think that that is a 
proper result? In other words, first you have a policy to decide, | 
suppose, as to whether you are going to have any variation because 
of this rank or pay question. But if you do, you decide there should 
be a variation, and you put it strictly on length of service, as you 
pointed out you conceivably could have a private or a corporal getting 
as much as an admiral or a major general. 

Mr. Ecxerr. That is correct. Of course, to some extent that does 
equalize itself. In other words, a man with a considerable length of 
service is not presumed to stay in the some spot. There might be a 
distinction of cleavage between your officer and your enlisted rank. 
But a man who enters the service as a second lieutenant, if he is going 
to stay for 30 years, I think we have to presume he will be up there 
somewhere in the neighborhood possibly of 

Mr. Harpy. That is your approach. 

Mr. Eckert. Of colonel. 

Mr. Harpy. Fluctuation or variation on your length of service i- 
stead of pay does not take into account any difference in the living 
standards of the different people. 
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Mr. Eckert. No, sir; I think that would be correct. 

Mr. Carnes. Mr. Chairman, I don’t think we want to belabor the 
point here, but I want to say that the staff group perhaps spent 8 
or 10 hours on many different sections, trying to see if we couldn’t 
integrate length of service with pay, perhaps giving some weight to 
both factors. And it presented a great many problems. But the 
“— group did give quite a bit of thought to that particular aspect 
of it. 

Mr. Harpy. Where are we now? Are you ready to go ahead with 
C-2¢ 

Mr. Carnes. C-2. 

Mr. Netson. Mr. Carnes. 

Mr. Carnes. Mr, Nelson. 

Mr. Netson. I was going to make this observation, that either plans 
A or B of course do recognize higher dependency compensation ‘by 
reason of length of service in terms of these folks having been pro- 
moted while in the service. Therefore, the enlisted man moving up 
in the ranks or the officer moving up in the ranks is getting larger 
dependency compensation, which came about by promotion, which 
took time. 

Mr. Harpy. Yes, but the time is just one minor element in that total 
promotion scheme. 

Mr. Netson. Well, it is a major element. 

Mr. Harpy. It certainly is if he is in the enlisted ranks. But when 
you get up into the officer ranks, why, if they don't get promoted 
after they get to a certain point, they come on out anyway. 

Mr. Eckert. We recognize that as a real problem. Of course, one— 
as Mr. Carnes presented a problem to tlie staff, there were various 
thoughts with respect to whether the amount should be uniform, 
whether there should be a recognition of rank, and I think in the 
staff plans that have been presented to the committee there is a 
variance, 

Mr. Harpy. Well, that is one of the major points that sooner ,or 
later is going to haye to be resolved. That is why I wanted to touch 
on it a httle bit at this point. 

But suppose we go ahead now on plan C-2. 

Mr. Eckert. Plan (-2 presents an entirely new approach to the 
survivor program. This‘program would provide a rate of total ben- 
efits which would be guaranteed by the Government. In effect, fixed 
rates would be established by law and weuld be payable only to the 
extent of the total stipulated, recognizing all amounts being paid 
from VA or social security in reduction of any payment by VA. 

This program provides that rates for widows alone, which are com- 
paring them with A and B somewhat higher, at least until age 65. 
The rates for a widow and children are somewhat lower than A or B. 
Rates for children alone compare somewhat favorably with A or B. 
And rates for parents are considerably higher than B and generally 
higher than under A. 

Mr. Treacur. You mean as far as the rates are concerned. They 
don’t. seem of any importance to me. We can change those rates with 
a pencil. But what about.the principle and that kind of thing? 

Mr. Ecxerr. Well, this is ‘a principle really of establishing a ceil- 
ing or establishing a minimum-maximum benefit. payable, which th 
Government would guarantee in effect to these different survivors. 
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They would receive this amount at least from all Federal sources, 
And the way it would work, of course, is that in the case of the widow 
alone, the monthly rate would be $150. If she was in receipt of in- 
surance or indemnity or social security, the amount that she received 
from these other sources would be used to reduce this $150 a month. 
We will assume she received $100 a month from these other sources, 
and Veterans’ Administration would pay her $50 a month. 

Mr. Harpy. Now, let’s explore that for just 1 second. Suppose she 
was receiving more than $150 a month from social security. 

Mr. Eckert. It is assumed that she would continue to receive it. 

Mr. Harpy. She would continue to receive that ¢ 

Mr. Ecxerr. Yes, sir. 

Mr. Harpy. But she would get no benefits from the Veterans’ Ad- 
ministration in that case? 

Mr. Ecxerr. That is correct. 

Mr. Harpy. So that actually this plan would put a minimum on, 
but would not necessarily put on a maximum ? 

Mr. Ecxerr. I think that is right. 

Mr. Harpy. Of the total benefit from all of these various sources. 

Mr. Eckert. That is correct. 

This plan has the advantage of being simple at least from the stand- 
point of the beneficiaries. Here is one place they could look to and 
see what the Government in effect guaranteed in their circumstances. 
There would be a table set out in the legislation and you could look 
at it and say—if it is a widow and children—it would be a $260 a 
month at least that would be paid to them by the Government. 

There would be, of course, administrative problems. But we can- 
not visualize that there would be any problems that would be so 
serious as to be a factor in deciding the approach to the program. 

We feel there is a defect in the proposal in that there would be 
a lack of integration of social security which would penalize the non- 
career member in ruducing his survivor or retirement benefits because 
his military service would be uncovered or noncovered service. 

The proposal is not entirely 

Mr. Carnes. Just a minute. Mr. Eckert. Let’s dwell on that for 
just a minute. 

Mr. Eckert. Sure. 

Mr. Carnes. If a man had prior insured status before entering the 
Armed Forces under social security and which he had earned in his 
own right, and in the third month of service he were to get killed or 
die, that social-security payment would act as an offset if he left a 
widow with two children under this plan. Is that feature the one 
you are objecting to? 

Mr. Eckert. No. 

Mr. Carnes. That is something the man—his social security status 
is something that he had earned entirely on his own prior to entering 
the Armed Forces. And yet that would be an offset against this to- 
tal package. Is that the nature of your objection ? 

Mr. Eckert. No, I don’t think so, Mr. Carnes. I am thinking about 
the man who goes in and he has a couple of years of service and he 
goes out and he dies eventually from nonservice-connected disability. 
It has nothing to do with this program at all. 

Now, when they compute bis survivor benefits, we will find that 
because he was in the service these few years that the beneficiary will 
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receive less than if he had been fully covered in fully covered employ- 
ment for that period of years. 

Mr. Carnes. Oh, yes. 

Mr. Eckert. You see the point? 

Mr. Carnes. All right, sir. 

Mr. Eckert. To that extent we think that this penalizes those par- 
ticular men, and frankly, of course, they are going to be the majority 
of men we hope who will be involved. 

Mr. Carnes. You mean you are penalizing those people by not con- 
cn the $160 gratuitous wage credit or some type of freeze or some- 
thing like that ? 

Mr. Eckert. That is right. Some protection for their coverability 
under the social-security program. 

Mr. Carnes. But this plan merely ignores the existence of social 
security. 

Mr. cKxert. That is the way we read it. 

Mr. Carnes. All right. That is correct. 

Mr. Eckert. This proposal is not entirely clear on the handling 
of the indemnity program. And I say that for this reason. It would 
not affect the indemnity except to the extent that it would offset it 
from the present—from the beneficiary who might take under this 
program. 

The problem arises of course: if there is a widow and a child and 
the member of the service would designate a brother or sister for the 
iidemnity, the indemnity then would be paid and the widow and child 
would not, of course, be reduced in this scale. So you would have 
that adjustment. 

Our teeling would be that if this approach is to be adopted and the 
amounts that are set forth here are considered adequate or reasonable, 
then the indemnity program probably should be just discontinued. 

Mr. Carnes. And by the same token, if a widow lost her husband in 
the closing days of World War II and the widow was advanced in 
age, say 55, and she chose to elect a $57 settlement option under a 
$10,000 NSLI policy, that amount would continue to be paid her each 
month at this time; is that correct, if she elected such an option? 

However, if she elected $10,000 in a lump-sum payment, that money 
would have been paid to her and she would have the $10,000. There- 
fore, this $57 would not be offset against the $150 that is provided 
here. 

In other words, the people that have it in a lump sum got it and it 
has been forgotten. i son selected a settlement option under your 
insurance, the settlement option is acting as an offset here. 

Mr. Eckert. It would be an offset. I think that is something that 
should be corrected in this program. If we are to have an offsettin 
feature, I think it should be computed in the case of those who receiv 
it in a lump-sum payment. 

Mr. Carnes. Well, maybe by exploring these too fully we are steal- 
ing the thunder of some of the other witnesses. So we will just 
proceed on. If you will. 

Mr. Ecxerrt. I think that just about sums up a discussion of this 
proposal C-2, except to indicate that so far as we can see, all indica- 
tions are that this program would be or would result in the least cost 
to the Government of the various programs that have been presented 
to the committee, on the basis of the rates as are presented. 


65015—-55———__12 
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Mr. Carnes. Of this program, do you think that the survivor would 
know more clearly exactly where she stood than under any of the other 
programs submitted ? 

Mr. Eckert. I think there can be no doubt of that. 

Mr. Carnes. Do you think it would be simpler to administer than 
any of the programs that have been submitted ? 

Mr. Eckert. That I would hesitate tosay. I wouldn’t say. I think 
this, though, that it would be not so much more involved as to cause 
any serious problem. There are going to be administrative problems 
in any proposal, at least that have been presented to the committee to 
date. 

Mr. Carnes. What are the main advantages, to recap, of this pro- 
posal C-2 in your opinion or in the opinion of the GAO, the main 
advantages ¢ 

Mr. Ecxerr. Of course the GAO has not formally reported on this 
and to some extent we are dealing here as members of the staff group. 
However, to indicate what we might consider as advantages: 

One, the simplification insofar as beneficiaries are concerned of 
knowing and of the members of the Service knowing exactly what the 
beneficiaries would be entitled to at least in the event of death. 

Two, we feel that the offsetting of these other benefits would pro- 
vide an ultimately more uniform benefit to all concerned. 

I think that, and possibly the cost angle, which, of course, would be 
advantageous. 

Mr. Carnes. All right. 

Mr. Eckert. Would be advantageous. 

Mr. Carnes. What are the disadvantages? Just-recap the disad- 
vantages, 

Mr. Eckert. Well, the first disadvantage is the lack of protection 
for the serviceman who is in and out of the service, in view of the fail- 
ure to assimilate the social-security program. 

Mr. Carnes. This would »'so—— 

Mr. Ecxerr. That is the big disadvantage. 

Mr. Carnes. It would have the effect of dissipating the priof social- 
security coverage ¢ 

Mr. Ecxerrt. I think it would in those types of cases. 

Mr. Harpy. You say this would cost less than the other plans? 

Mr. Ecxertr. Well, Mr. Chairman, we haven’t had time to really 
analyze it or study it. But looking over the rates and the application 
of the program, it would appear that this would be the least costly of 
the programs. 

Mr. Harpy. To provide the same amount of equity ? 

Mr. Eckert. Equity; do you mean, now, reasonableness of rates or 
do you mean uniformity of treatment ? 

Mr. Harpy. All right, let’s call it reasonableness. 

Mr. Ecxerr. Frankly, I don’t know whether we could testify as to 
what a widow and child should have under all circumstances, Mr. 
Chairman. That is something that of course the committee must ap- 
proach. I frankly don’t know how to answer. 

Mr. Harpy. I used the word “equity” to start with, and that is one 
of the things we have been concerned with here, is equity among bene- 
ficiaries. Now, compared with the same minimums, put it that way. 

Mr. Eckert. Well, I think that this type of program ultimately 
would provide equity among the beneficiaries. . 
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Mr. Carnes. Ultimately. 

Mr. Ecxert. In the ultimate amount received. You would have 
this situation. Under the present program and under most of the 
other programs you could have two widows with a child living in the 
‘same apartment house, and one of them might get $75 a month from 
the Government, and the other one might get $300 or $400. 

Now, this would limit that type—this would eliminate that type 
of thing. 

Mr. Harpy. Now, actually, as of now, you have situations where 
you have widows receiving as little as $87 and another widow, with 
the same rank and the same length of service and all, might be receiv- 
‘ing $525 a month. 

_Mr. Eckert. That is correct. 

Mr. Harpy. Now, that kind of a situation would be eliminated 
under this program. 

Mr. Ecxerr. Yes. 

Mr. Harpy. And under this set of circumstances that we have here, 
each of them would receive not less than $150, is that right? 

' Mr, Ecxerr. Each widow. 

Mr. Carnes. From some source. 

Mr. Eckert. From some source, that is correct. 

Mr. Harpy. Now, from the standpoint of the equities, then, this 
would seem to be a little bit more equitable? 

Mr. Eckert. You would, of course, find this situation, that under 
this program, so far as the VA payments are concerned, the VA may 
be paying one widow $50 and another widow $150, because of the 
offsetting features. But the ultimate benefits—they would both be 
getting $150. 

Mr. Harpy. I think a widow can spend the money just as well if it 
comes from the Veterans’ Administration or Social Security. I don’t 
think it makes much difference when it comes to spending it. 

Mr. Ecxerr. No; but there is that play on uniformity, and it is 
difficult to analyze it without explaining just what we mean. 

Mr. Carnes. Mr, Nelson? 

Mr. Netsen. It would seem that under plan 2 of proposal C, that 
we-ave back again with uniform rates for all ranks with respect to 
payanents to widows or to widows with children in combination. 

1 think it might be for consideration as to whether or not there 
shouldn't be a-recognition of rank. 

Mr. Harpy. Your thought then is if the committee seriously is con- 
sidering plan C-2, it might be desirable to modify it to include recog- 
nition of the pay rates? 
~’ Mr. Nexson. That is right. I think that might be well for con- 
sideration, particularly .with respect te widows and a widow and 
children in combination. 

Mr. Barres. Mr. Eckert, if there were. two checks involved, why 
would-one necessarily have te come from the—I mean if there were 
two entitlements, social security and VA, would there be necessarily 
two checks? Why couldn't one suspend from.social security and get 
the full ameunt fromthe VA?Z.. Why would it have to:-be $50 from one 
agency and $100 from another? Why couldn't it be $150 from one 
andnothing from theother? . Or isthat toosimple? 

— Mr. Eckert. ‘It is getting right simple: I was going to say I don't 
know if it is possible it could be worked out. Social Security could 
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pay in any given case I presume, the amount that would go to this 
widow. Let’stake proposal C-2. 

If it was $200 a month, they could certainly draw the check and 
have Veterans’ Administration reimburse Social Security the differ- 
ence between what Social Security is supposed to pay and what the 
VA would pay. 

Or viceversa, the same way. VA could, of course, undertake to 
make the payment, and receive reimbursement from the social-security 
fund. 

I don’t know whether you wouldn’t end up with a little more work 
and cost than if you went ahead and issued the two checks. We 
haven’t analyzed that situation as to just—in the administration, 
whether anything could be saved by such a process. 

Mr. Bares. Well, it doesn’t cost much. What is it, a nickel for a 
check ¢ 

Mr. Eckerr. Mr. Nelson ? 

Mr. Nevson. Well, of course, we can’t put our finger completely on 
those costs because part of itis the accounting cost and part is the dis- 
bursing cost. But when you multiply it by the large number of checks 
that are issued, the total sum is substantial. If they were combined 
and there was a feasibility of combining them, I think you would have 
some savings in the administrative costs. But whether it would be 
worthwhile to approach it that way might be doubtful. 

Mr. Eckert. Let me say that under C-2—— 

Mr. Tracur. Isn't there a continual transfer of funds, for example, 
bet ween your services ¢ 

I mean it isn’t an actual transfer of dollars, is it, Ed ? 

Mr. Bares. No. ; 

Mr. Eckert. From military to social security ? 

Mr. Treacur. No; I am speaking of transfer of any kind of money 
between different departments and different service. 

Mr. Eckert. It is a bookkeeping trangaction. 

Mr. Traeur. That is what I meant. 

Mr. Ecxerr. Surely. 

Mr. Teacve. Why couldn’t this be the same thing ? 

Mr. Eckert. I suggested I wasn’t so sure it couldn’t be done, Mr. 
Teague. I don’t know of any good reason. We have to look into 
the administration of social security to see whether they could, in 
going through, pick up the ones that were veterans and pay these 
rates or whether they would have to have VA do that phase of it, and 
direct the payment. 

I am not too sure it would be insurmountable. But then a-study 
should be made as to whether you are going to save any money, by 
doing it. And only after that is done, decide the issue. 

Mr. Bares. You have to check into it in the first place to find out 
if there is an offset. 

Mr. Eckert. That is correct; yes, sir. 

Mr. Bares. I mean you have to look it up and identify the case 
anyway. 

Mr. Eckert. That is right. 

And I think in this case you would take it one step further, because 
IT assume if there was an adjustment in social security you would 
probably have social security continue to make the payment, and have 
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VA make the adjustment under the ceiling provision, which might 
fluctuate as someone went out and went into covered employment or 
went back off again. 

Mr. Carnes. Mr. Eckert, we want to hear four sets of witnesses 
this afternoon. 

Mr. Eckert. Surely. 

Mr. Carnes. We don’t want to cut you off there. I wonder if Mr. 
Christovich, or Mr. Nelson, either one, have anything they would 
want to add with regard to either plan ? 

Mr. Curistovicu. No, sir. 

Mr. Carnes. Mr. Nelson? 

Mr. Netson. I think the big problem with plan 1 would be that 
the benefits are certainly uncertain. If you set the rates high enough 
to get along without social security, then they are too high when the 
survivors also have social security. 

If you set them low enough to recognize presumed social security 
on an average wage, for example at $200, then you will be setting them 
too low when the beneficiaries do not have social security. So it 
seems to me that under plan 1 of proposal C that you will have quite 
a disparity, as Mr. Eckert indicated earlier, between different sets 
of beneficiaries. Some will be paid adequately and some more than 
adequate and some not adequately enough. 

Mr.Harpy. What could you do to doctor that situation up ? 

Mr. Ecxert.: I think what they did in plans A and B was to attempt 
to integrate them so that it wouldn’t happen, and what has been done 
in plan C-2 was to set a minimum-maximum amount so that the 
ultimate amount to the beneficiary would come within the amount. 

Mr. Harpy. I think it sets a minimum but I don’t think it sets a 
maximum. 

Mr. Eckert. Well, the isolated case, sir, might be some other 
thing, sir, that would come in and put it over. 

Mr. Newtson. And the other point would be that under both plan 
C-1 and plan C-2, the man is penalized in subsequent benefits after 
discharge from service. Supposing that he dies 10 years after dis- 
charge from service and has surviving widow and children and he 
dies a non-service-connected death: the benefits paid to those folks 
will: be less than they otherwise. would have-been if he had had social- 
security protection while in service. 

The same would apply with respect to that man had he lived to 
retirement age. His retirement monthly rate will be slightly less 
by reason of having military service without social-security credits 
while in that service. 

Mr. Carnes. Do you have any other comments or observations? 

Mr. Ecxerr. I don’t think, Mr. Carnes. 

Mr. Carnes. We appreciate your statement. 

Mr. Harpy. Thank you very much. 

Mr. Eckert. That is all right. Glad to do it. 

Mr. Harpy. The Veterans’ Administration—we would like to have 
their comments now, Mr. Birdsall, you and your associates, Mr. Bland 
and Mr. Knapp. 

Mr. Brrpsatu. Mr. Chairman, with your permission, this being in 
the-nature of a staff action, I think Mr. Bland will take over on the 
— and I will sit with him and collaborate, as well as Mr. 

napp. 
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Mr. Harpy. Just as you prefer, Mr. Birdsall. 

Mr. Birpsaut. Thank you, sir. 

Mr. Harpy. Fine. All right, Mr. Bland. 

Any comments you want to make?.. Just: proceed in your 
fashion to discuss these two plans, if you will, sir. ” 


STATEMENT OF RAY P. BLAND; ACCOMPANIED BY GUY H. 
BIRDSALL; AND DONALD C.. KNAPP, VETERANS’ ADMINIS> 
TRATION w 


Mr. Buanp. Mr. Chairman, I would liké to pursue the course that 
has been take by the prior witnesses in mentioning some advantages 
and disadvantages of each of these plans as we see them from thé 
study that we have made thus far. 

There is, I think, some simplicity to be realized froni the adeptions 
of plan C-1 that could not be realized from the adoption of eiflier 
plan A or plan B, in that you would have one large segment of bene- 
lits eliminated and the thing would be reduced to two agencies. ; 

The service departments would administer the 6-month death gra- 
tuity which would be payable immediately upon the death of the 
serviceman, with everything else being payable through the Veterans” 
Administration. 

We think there is some advantage in that arrangement in terms of 
simplification, which the committee is striving for here. In that con- 
nection, Mr. Chairman, the question would immediately arise, however, 
us to whether or not it could be further simplified by eliminating the 
indemnity from the benefits administered by the VA under plan C-1 
and making a single compensation benefit, particularly in view of the 
fact that the indemnity factor under this plan has been further re=: 
stricted and perhaps it becomes more like compensation than under 
either of the other plans that have been presented. 

I should say that under plan A, which also has an indemnity 
factor—— 

Mr. Harpy. That is the C-1 indemnity feature, is not very different 
from plan B, is it ? 

Mr. Buanp. Well, I think it is materially different in that it at least 
makes a gesture in the direction of insurance, Mr. Chairman, but there 
woudn’t be much of a thing there forthe serviceman to control. 

The indemnity that would be payable would be restricted to practi- 
cally the same a of beneficiaries to whom the compensation would 
be payable, except brothers and sisters would be included, and non-: 
dependent parents for 5 years. More than that, the serviceman would 
have a disposable control over that part of the package. The Veterans’ 
Administration has felt that there is some virtue in preserving that 
feature. 

I may say, Mr. Chairman, that on the whole we tend to feel that the 
element of this plan which provides for only 5 years certain in the 
payment of indemnity is perliaps preferable to the 10-year certain 
feature under plan A. 

It is somewhat difficult to justify from the standpoint of the Gov- 
ernment, the guaranty of a 10-year certain period for the payment of 
the indemnity to a remarried widow, for example, or to a nondepend- 
ent parent. And we would like to point out that virtue in this 5-year 
aspect of plan C-1. 
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Mr. Harpy. Of course, when you did you are further restricting 
the surance aspect of it ? 

Mr. Buianp. There is no question about that, Mr. Chairman, and 
| think you get pretty close to the line. 

Mr. Carnes. Mr. Bland, you said it appears unjustified to pay to 
these remarried widows and nondependent. parerits this reduced 
«umount of $50 for 10 years certain and, therefore, you have restricted 
it or it is restricted in plan C-1 to 5 vears. By the same token, are you 
aying that it is also unjustified to pay $92.90 to these same people as 
we are doing today / 

Mr. Buanp. Mr. Carnes, in view of the fact 

Mr. Harpy. I don’t think you need to answer that one. {| Laughter. | 

Mr. Bianp. Well, I can answer it. Mr, Chairman. | Laughter. | 

Mr. Bianp. Since we have a going program today, I think it might 
be just as well if I didn’t. {Laughter. | 

Mr. Carnes. All right, I apologize for asking that question. Pro- 
ceed, Mr. Bland. 

Mr. Bianp. That is all right. I would answer it if you wanted 
an answer, definitely. [Further laughter. | 

Now, there is another aspect of this plan that I would like to point 
out, Mr. Chairman. The question oF what should be done about 


social security has been a question which has plagued this committee 
from the first, and I think it is a root question and one of the more 
serious ones that you have before you. 

This plan would largely get rid of that question for you insofar 
as getting the Government into the business of providing social secu- 
rity coverage, and the large amount of expense entailed. 

It would also avoid the problem which perhaps was overstated here, 


as suggested by Mr. Bates the other day, of taking at least $4 a month 
out of the cash pay of the serviceman. He would not have to make 
any kind of contribution under this plan. I think there is some 
virtue in that in view of the pressures for an increase in pay to offset 
that contribution that would undoubtedly arise. 

However, Mr. Chairman, it must be conceded that you do have 
particularly in the career cases, the problem which would continue and 
would not be taken care of by plan C-1, namely, that those people 
remaining in the service for a long range of years would have no op- 
portunity to obtain coverage under the social security system, and that 
must be recognized as a very serious problem. As far as the large 
inajority of persons in the service are concerned, they would be in 
and out, perhaps serving an average period of 3 years. 

And it can well be argued that many of them would not suffer 
unduly from the absence of social security coverage during that period, 
because many of them would enter the service under age 22, and 
would have an automatic dropout privilege. Many others over that 
age could utilize a part, a least, of the 5-year dropout to take care of 
that hiatus in their social security coverage. 

Again, though, there is another aspect of the social security problem 
which this plan does not reach and that is the qeustion of whether or 
not Federal payments on behalf of veterans and their beneficiaries 
should be adjusted to social security benefits which are earned, shall 
we say, by outside employment. 

I think that is a very fundamental question before this committee. 
It has been assumed so far today in the discussions that social secu- 
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rity coverage which is accrued in private industry, before a man 
enters the service or after he leaves the service, should be regarded 
as if it were a Government benefit. 

I believe that is at least arguable. 

If I may divert for a ment, for example, you will see that under 
plan C-2 an adjustment in the compensation rates is made where 
social security is payable but not where any other type of benefit 
is payable. 

Mr. Carnes. Such as what, Mr. Bland? 

Mr. Buanp. Such as civil service benefits payable to survivors, such 
as railroad retirement benefits if they are payable, such as pension 
benefits that might be payable under industrial plans, covering the 
man before he entered the military service or after he left the military 
service. 

Mr. Bares. Many of those are reduced by increases in social se- 
curity. 

Mr. Buanp. Sir? 

Mr. Bares. Many of your industrial plans are reduced by your 
increases in social security. 

Mr. Briann. I understand that is right, Mr. Bates. Probably in 
most instances industrial plans are accommodated to the presence of 
social security coverage. 

Mr. Bares. Well, 1 know there is a wild anticipation of something 
there. I am not clear of the reason. But it occurred back in the 
thirties. 

Mr. Buanp. Yes, sir, but I think, Mr. Chairman, that there is a 
great deal to be said pro and con on this question of whether or not 
plan C-1 in essence would give noncareer people or their survivors an 


unduly large amount of protection when you add in the social security 
benefit which they accrued in private ee Is that a Govern- 


ment benefit? Should it be equated with a Government benefit? 

I am not going to try to answer that question, here. I think it is 
a very sharp question and a very close one. 

Mr. Carnes. Does that question come into play on analysis of plan 
C-1? 

Mr. Bianp. That question comes into play very definitely upon 
analysis of plan C-1, Mr. Carnes, because of what has been pointed 
out heretofore by Mr. Eckert and Mr. Nelson. You will have a con- 
siderable distinction between the career people and the noncareer 
people under plan C-1. Even with the service increment counted in, 
as I said the other day, you will find that in the case of the long career 
man, officer—his survivors are apt to get less than the survivors of 
many noncareer people who have social security added on top of the 
VA compensation and indemnity provided under this plan. 

Mr. Carnes. Well, you are inclined to agree with Mr. Eckert. That 
other chart here, the scale of benefits provided, that if a person does 
have social security that perhaps the rates will be excessive and if they 
do not have social security that the rates are inadequate ? 

Mr. Buianp. I wouldn’t want to agree in that way, Mr. Carnes. I 
think that that would be true if you are going to assume that social 
security earned in private employment is to be equated with other 
governmental benefits. 
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Both in that case, and many other cases, there may be insurance 
annuities or pension annuities of various kinds coming from the out- 
side—private resources. , 

If you wanted to, you could add all of those in and say when you 
add compensation to that entire outside package in a given case, the 
man’s survivor is getting much more than she should get. But the 
question is where will you draw the line? 

I think it is a very close argument as to whether or not you should 
regard social security benefits acquired in private employment and 
not in the military as if they were the equal of VA compensation or 
some other governmental gratuity. 

Now, I would like to—— 

Mr. Carnes. Proceed. 

Mr. Briann. I would like to—— 

Mr. Bares. It is not unusual, even within the Government, to have 
one benefit added upon the other. Now, your reservists today can 
count their Reserve retirement in addition to whatever they have. 

Mr. Buanp. I believe that is correct. I will make this qualification 
on that, Mr. Bates. 

Mr. Carnes. Proceed on, Mr. Bland. 

Mr. Buanp. I believe if a reservist is entitled to VA compensation 
or pension, he has to make an election. So you don’t have a pyramid- 
ing of benefits in that case. 

ir. Bares. I am talking about a reservist can collect his entire pay. 

Mr. Buanp. Yes, sir. 

Mr. Bates. And in addition secure remuneration from other Gov- 
ernment retirement plans. 

Mr. Teacue. It is according to his retirement. 

Mr. Buanp. I think that is correct. 

You mean civil-service retirement in addition to retired pay? 

Mr. Buianp. That is correct, yes, sir. 

Mr. Tracue. But it is according to his retirement. 

Mr. Buanp. That is correct. 

Mr. Tracue. If it is four it has to be something, from an instru- 
mentality of war. 

Captain Hoyt. No, sir. Under title ITI of Public Law 810, the 
retirement for reservists for longevity at.age 60, is completely additive 
to any civil service or foreign service or any other retirement. 

Mr. Bares. Precisely. 

Mr. Tracur. How about other retirements? How about retire- 
ments of Reserve officers in World War II? They can’t receive both 
the civil service and—— 

Captain Hoyt. Except on 810,sir. There are two titles 

Mr. Tracue. He can 810, but not the other. 

Captain Horr. 810 is a special retirement provision for reservists 
that counts part of their inactive-duty time. A man who draws the 
full retirement pay under title II of 810, which requires 20 years of 
active duty, can’t add it. A man who is retired under title III can. 

Mr. Harpy. What you are doing now: You are pointing up inequi- 
ties under the retirement system. Lord knows we have enough under 
this one. [Laughter.] 

Captain Horr. I am only trying to clarify the»matter, Mr: Ghair- 


man, 
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Mr. Carnes. Mr. Bland, one of the points that it appears to me 
you have repeatedly made is that it is perhaps encumbent upon the 
committee to make a determination as to whether social security is a 
tax-supported system or is not a tax-supported system. 

Is that what you were saying in essence? 

Mr. Buanp. I think that is one way of putting it, Mr. Carnes. 
Whether or not it is such a system as that it should be regarded in 
effect as a governmental benefit 

Mr. Harpy. Is it your feeling, for instance, Mr. Bland, that if you 
are going to make an offset under a survivors-benefit program for 
social security earned in other than military service 

Mr. Buanp. Yes. 

Mr. Harpy. That you should do the same thing with respect to civil- 
service benefits earned outside of military service also? 

Mr. Buanp. I am inclined to think so, Mr. Chairman. 

Mr. Harpy. I used civil service 

Mr. IbLanp. There may be some differences there that I don’t ap- 
preciate at the moment, but I am afraid you have to look at those things 
as being pretty much alike. 

Mr. Harpy. Beari ing in mind the wide differentiation between the 
amount of contribution made by the covered individual ? 

Mr. Buianp. There is a definite difference in the amount of contribu- 
tion that he makes. But he makes a fairly substantial contribution in 
each case. 

Mr. Harpy. 21% percent against 6 percent. 

Mr. Brann. It is 2 percent now. 

Mr. Harpy. 2 percent against 6 percent. 

Mr. Bianp. Against 6 percent. That 2 percent may rise ultimately 
to 3 percent or more. 

Mr. Bares. But it is the principle I think is the same, Mr. Bland. 
The principle I believe is the same. 

Mr. Carnes. I wonder if you would proceed on, Mr. Bland. 

Mr. Bianp. Now, I would like to proceed, Mr. Chairman, to a brief 
examination of the rates under this plan C-1. TI think if you took 
some fairly representative cases you would find, whether intended or 
not, that there is a striking resemblance to the rates that would be pro- 
vided under plan A or plan B by adding only one-half of the social- 
security factor to the other benefits payable under the plans. Let us 
take anexample. Under plan C-1, the rate for a widow with one child 
in the case of an E-1 is $135. If you add the $50 indemnity to that, 
the total monthly rate is $185. 

Under plan A the basic rate of compensation is $75, and the indem- 
nity is $50, making a total of $125, and one-half of the social security 
which we might compare to the Government’s contribution, of $59, 
makes a total of $184 per month. 

The $185 under plan A, reduced by one-half the social-security 
amount compares to $185 under plan C-1. You come out to the same 
figure of $184 under plan B in the E-1 case. 

Mr. Bares. Now, that is for 3 years? 

Mr. Bianp. That is for a man in the first 3-year bracket. 

Mr. Bares. You could also use the figure “$283” ? 

Mr. Bianp. Sir? 

Mr. Bares. You could use the figure “$293,” with the widow and 
one child, under C-1? 
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Mr. Branp. I would add your $59 in again and get whatever that is, 
Mr: Bates. I don’t believe it is $293: 

Mr. Bares. No, it is not. 

Mr. Brann. Oh, I see, you are talking about the 30 years’ service 
group. Yes, sir, i was going to come to that, Mr. Bates, by another 
illustration, if I'can take a moment here. Let us take an E-5 case 
where your ‘basic rate under plan C-1 for a widow and one child would 
be $135 and let us assume 6 years’ service in the E-5 case, which would 
givé you $12 as the service increment. Adding in the $50 indemnity 
you have a total of $197 a month under plan C-1. Under plan A in 
that case the compensation is $75 and the indemnity is $50, making 
a total of $125. One-half of the OASLT is roughly $74. 

That is a total of $199. A difference of $2. Then you would come 
out with $199 under plan B in that type of case. 

However, when you get to the topmost bracket, you run into a 
‘somewhat different situation, although comparable. Take the case 
of an O-8, where there was more than 30 years’ service—let’s say 33 
vears. 

Under plan C-1, the: basic rate is s $135. Adding in the service in- 
crement of $120 and adding the $50 indemnity there results a total 
-of $305 under C-1.. Taking plan A, the basic compensation rate 
. would be $275, plus $50 indemnity, or $325, plus $81, being one-half 
of the social-security factor’ and you get a total of $406, which is a 
difference of $101 between plan C and plan A. 

» But by the same process of computation under plan B, you come 
‘out with $296. 

So that plan C-1 and plan B are'rather comparable in that situation. 
: Well, I have run that thing very roughly in the cases of a widow 
with "two children and widow alone: And you do find it interesting 
that the-rates provided ‘under C+1 are rather comparable fo the rates 
that would be provided under either of the other two plans if only 
‘one-half of the social-security benefit were taken. 

‘Mr. Carnes. Well, Mr. Bland, if that be true, and you are using 
one-half of the social-security benefit under the other plan, would 
this plan bea little more expensive than plan B ? 

Mr. Branp. I am not sure that it would, Mr. Carnes. 

Mr. Carnes. You can pay the same level of benefits essentially in 
a great many cases where social security is bearing a portion of the 
‘burden under plan B, but yet, it would not be too expensive, you don’t 
think. 

Mr. Buanp. My own euess—and it is not too educated a guess is 
that the first year’s cost under plan C—1 would be something like $60 
‘million increase as against the cost for those now on the rolls getting 
‘compensation from the Veteran’s Administration... You would have 
added cost for social security only to cover the limited freeze.and the 
2-year after-service coverage. 

Mr. Carnes. You mean the election feature would be the $60 mil- 
ion 

Mr. Buanpv. The election feature, that is correct, sir. 

Mr. Carnes. All right. 

__ Mr. Buanp. You would havea very large number of people ¢ electing 
to take under this plan. 
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And for those electing, plus perhaps the incoming group for the 
first year, the compensation cost should run at an increased rate of 
perhaps $50 or $60 million. 

Now, that is a very rough guess, and-I-don’t want to stand ‘béhind 
it. 

Mr. Carnes. You are saying that those two costs were the cost to 
the Government making its employer social-security contribution. 

Mr. Buanp. I believe if you assume that the social-security contribu- 
tion were $184 million, a third of that would be $60 million. Some 
have estimated that the continuing cost of the $160 free wage credits 
is something like $200 million a year. I don’t know how correct that 
is. But one-third of that would run you $66 million. 

Mr. Carnes. By the same token, this freeze that you advocate in 
here—we won't get into that, but you will acknowledge that that is 
going to be a cost item. 

So the savings between $184 million and the 2 figures you just 
mentioned is not going to be quite as great because the OASI trust fund 
will add some figures to the freeze. 

Mr. Buianp. That is correct; there will be some cost attributable to 
the freeze. Mr. Myers testified before that the very limited type of 
freeze involved here would not, by comparison to the full freeze, be 
costly. It has also been indicated from experience under the 1946 
amendments that the cost for the extended 2-year coverage after 
service would not be considerable. 

Mr. Carnes. Mr. Myers further testified that this limited type of 
freeze, while protecting the man’s insurance rights, would ultimately 
decrease the man’s survivor benefit. 

Mr. Buanpb. Yes, sir, and that gets into the relative merits of the 
limited freeze as against the overall type of freeze. 

‘ee Carnes. All right. I wonder 1f you would proceed on, if you 

ease. 

- Mr. Buianp. Now, getting further along, then, Mr. Chairman, I 
think that there is one particular aspect of this that we need to con- 
sider. It is implicit in this plan that the service increment would reach 
the career problem, that is the question of inadequate governmental 
benefits for the survivors of long-time carrer people, without -intro- 
ducing an outright factor of differentials based upon pay'‘rates which 
might be controversial in an emergency or a war period. 

Mr. Carnes. You don’t think it would be controversial and that 
an enlisted man with a great many years would get more than an 
officer of considerable more rank with few years. 

Mr. Bianp. I was driving toward just that, Mr. Carnes. I think 
you have the advantage under this plan C-1 of to a very considerable 
extent resolving the career problem without having quite so much 
of a controversial question as you have in gearing rates directly to pay 
grade in time of war, when you have people coming in and spending 
# short neriod in the service under compusion, there being no neces- 
sary relationship between their earning capacity and their military 


pay. 

And I think that this would go a long way toward solving that 
career problem. 

T think it is*assumed in this plan that the $4 ner month increment 
would typically be geared to*a*situation in which a man -has pro- 
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gressed from grade to grade throughout his service tenure so that 
as of the time of his death if he has had long service, he will have 
attained a pay grade that is commensurate with that long service. 

However, I think a very good point has been made here today, that 
undoubtedly there are many enlisted men who remain in the enlisted 
ranks for a long period of time, and who may have attained the top- 
most grade or near that in the enlisted ranks and who, after 2) or 30 
years’ service will die and their widows or other beneficiaries will get 
amounts corresponding to the amounts payable in cases of the same 
length of service of generals, admirals, or other high-ranking officers. 

I thitik that presents a’ver'y serious question and'it may be a defect in 
this plan C-1. 

Mr. Carnes. But you are saying between those groups that do 
7 gearing survivor benefits to pay, that you think that this way 
of gearing it to career service would be more acceptable to them? 

Mr. Buanp. I am inclined to think so, Mr. Carnes. And I suggest 
that if a principle of this kind were considered by the committee, 
in order to reach the problem that I have just discussed, it might 
be worth considering to introduce into the formula for computing 
the increment a very small percentage of pay per month for each 
year of service after the first 3 years. 

Mr. Carnes. You are saying a combination of longevity and pay 
increment? 

Mr. Buanp. That is correct, sir. 

Mr. Carnes. All right, sir. 

Mr. Buanp. I think that might perhaps tend to solve the problem 
that I have just discussed. 

Mr. Carnes. All right, sir. 

Proceed on. 

Mr. Bares. This thing as it is set up now even distorts the present 
situation to a worse form than it is at the moment. Because you 
can take a man on the outside who.might be commissioned, we will 
say, even as a colonel in time of war, when he had high earning 
capacity on the outside—if he should be killed he would get less 
than perhaps the petty officer—who is perhaps still only a third-class 
petty officer but put a good many years in the service. Now, under 
your VA compensation today, at least, they are the same. 

This would make it worse. 

Mr. Bianp. Mr. Bates, I think that that would be a serious question. 

Mr. Bates, that is not a career case. This»plan is aimed at making 
a distinction between the compensation rates in favor of the career 
case. And I think immediately there would arise a hue and cry 
from some groups that the noncareer officer who is commissioned 
direct from civilian life is not adequately taken care of. I think 
that is arguable, sir. I think, for example, in the kind of situation 
you suggest, where a man is commissioned in a high grade direct from 
civilian life, he is serving for a very temporary period. He is called 
in because of his special skills. That man would have had a much 
greater opportunity to provide for his survivors in civilian life than 
the man who had been engaged in career military service over a 


considerable period of time. And I think maybe that is some of the 
answer to your question. 


Mr. Bates. Well, it is not so much my question as to the question 
which has been propounded by him. 
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Mr. Buanp. I appreciate that, sir. ™ 

Mr. Bares. It may be true, that perhaps you a ieould have taken care: 
of them better than someone else in this other circumstance that: 1 
described. 

Mr. Brann. Yes, sir. i 

Mr. Bares. Lut it doesn’t face up to the problem that was presented 
to the committee. 

Mr. Bianp. I know it is a problem. That was a problem that had, 
to be met in connection with the retirement features of the Career 
Compensation Act. You will recall, in 1949, when they required at 
least 8 years of service in the bill as passed by the House, in order to 
qualify for disability retirement based on a disability incurted in line ' 
of duty without any proximate cause factor. When that went to the 
Senate the question immediately arose about the noncareer officers, 
about the people in time of war who come in and can’t meet that 8-year’ 
requirement. 

You recall, an amendment was put in to make an exception to that 
8-year requirement in time of war or national emergency. 

Mr. Carnes. Suppose, Mr. Bland, you proceed to plan 2 as soon as‘ 
you can. We want to go on and dispose of any other items on plan 
C-1. But we do have two other witnesses we want to hear from this 
afternoon. 

Mr. Buanp. I may say this, Mr. Carnes. To clear one matter up that 
you questioned Mr. Eckert about. 

My understanding of plan C—1 with respect to the offset of amounts 
attributable to the $160 OAST w age credit in those cases of election 
from the present rolls to the compensation benefits payable under plan 
C—1, was not that the offset would be made in the Veterans’ Adminis- 
tration compensation, but rather that the amounts being paid as social 
security would be reduced by the amount attributable to the $160 wage 
credits previously earned under the present law. 

Mr. Carnes. You mean the reduction would be under social secur ity 
and not in VA compensation? 

Mr. Buanp. — is correct, sir. That is my understanding of this. 
language in C- 

Mr. CARNEs. An right, sir. 

Mr. Bianp. I believe that is the way it was intended. 

Mr. Carnes. All right, sir. 

Mr. Buanp. I believe you can see from what I have said that there 
are a number of other aspects that I can discuss, but I will go ahead 
to the other plan because I know you want to hear from other wit- 
nesses. There are some advantages, and certainly some disadvantages, 
in plan C-1. I think it is well worth consideration, but it is certainly 
not a panacea, by any means. 

Plan C-2 has a certain advantage of simplicity. That simplicity 
may be somewhat illusory. I think it is not entirely clear that bene- 
ficiaries or prospective beneficiaries will have a full knowledge of 
what benetits they will receive upon the death of the husband or 
father under this plan, any more than they would under, for example, 
plan A, because there is always an offsetting feature under this int. 
I daresay that most servicemen would not be able to readily anticipate 
just exactly how much their wives or wives and children would get 
upon their death. 
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Mr. -Harpy. They might not know what the maximum would be, 
but they would certainly know what the minimum would be. 

Mr. Buianp. They would know what the minimum would be, yes, 
sir. But they would not know where they are going to get it, whether 
it was from the Veterans’ Administration or social security. It would 
be pretty hard to figure that out. 

Mr. Harpy. You don’t think that makes a great deal of difference ? 

Mr. Buanp. I think it might make some difference in the adminis- 
tration of the thing, where to go, who to look to. 

Mr. Harpy. I am talking about the beneficiary. 

Mr. Bianp. From the standpoint of the amount of dollars he gets, 
no, sir. 

Now, it has been mentioned that there would be some administrative 
difficulties under plan C-2. I think that is clearly true. I think 
there would be more administrative difficulties here than perhaps 
under plan A and possibly under plan B, because there would have to 
be an exchange of information in connection with each individual case 
as between social security and the Veterans’ Administration. 

I agree that that would not be insuperable, and I agree it should not 
be considered as sufficient to defeat this plan if it has definite merits, 
aside from the question of administration. But those would be very 
serious and rather complex. 

This plan poses very squarely, Mr. Chairman, the question of 
whether or not social security is to be equated with governmental 
benefits, is to be considered as if it were something supplied by the 
Government. And I have already discussed that and won’t get into it 
here. I think the question is focused more under this plan than 
under the others. You would have the somewhat anomolous situ- 
ution, by comparison to present programs, in which practically every 
beneficiary would be getting a little different amount of gratuity, 
shall we say, from the Federal Government from that received by 
every other beneficiary. You wouldn’t have any degree of uniformity 
in the compensation rates payable by the Government. 

Mr. Carnes. But you would have uniformity in the minimum level 
being paid? 

Mr. Buanp. You would have uniformity in the minimum level, 
but that minimum level would consider a contributory benefit earned 
outside of Government. 

That raises another question, Mr. Chairman. If social security is 
to be considered as the other governmental benefit here to be offset, 
why not civil-service survivorship benefits, railroad-retirement bene- 
fits, if payable; why not pension benefits payable under industrial 
plans, why not insurance or annuities purchased by the individual 
for the protection of his survivors before he came into the military 
service ¢ 

Mr. Harpy. If we settle on plan C-2, I think we would certainly 
want to consider those things. [ 

Mr. Buanp. I don’t think, except for those observations, which have 
{o some extent already been covered, that I have any further comments 
on plan C-2. 

Mr. Carnes. What about the widow who received her insurance 


payments in a lump sum versus the widow who received them on 
i monthly annuity ? 





184 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


Mr. Bianp. Well, it is difficult to see any justification for a distine- 
tion, there, Mr. Carnes. 

Mr. Carnes. Well, under the plan C-2, if she were drawing an 
insurance annuity from the VA, it would be offset against this mini- 
mum, would it not? 

Mr. Buanp. That is correct. But the lump-sum case would not. 

Mr. Carnes. Does that appear very equitable ? 

Mr. Brann. It doesn’t to me, Mr. Carnes. And I think if the plan 
were adopted, that would have to be corrected. 

Mr. Harpy. One of the major considerations of any plan of sur- 
vivor benefit, that consideration which to me seems to be the one that 
deserves first thought, is the objective of preventing hardship. Of 
the plans which have been discussed, which one would more nearly 
apply that test universally ? 

Mr. Bianp. That is, as my friend, Mr. Knapp, is saying here, 
whispering to me, the $64 question, Mr. Chairman. [Laughter.] 

And we don’t mean to be facetious. It is an ultimate question. 

Mr. Harpy. That is the major question that is in my mind and I am 
sure is in the minds of the members of this committee. 

Mr. Buanp. True. 

Mr. Harpy. And unless a plan meets that test, it is not going to get 
too far when we really get down to the final consideration. And it 
seems to me that we ought to be able to get some appraisal of that 
thought definition from the witnesses here. 

Mr. Branp. And I think that depends to some extent, Mr. Chair- 
man, on how far you are going in applying a needs or means test in 
providing benefits based upon service-connected death. 

Mr. Harpy. Well, what has that to do with hardship? 

Mr. Buianp. Well, this, Mr. Chairman: If you take into consider- 
ation the payments that are available from outside sources, and 
by that I mean outside of the military and outside of the Government, 
then you immediately have hardship in terms of the fact that one class 
of beneficiaries will be getting more than other classes of beneficiaries. 

ort: Harpy. Getting more, you mean in total or from the Govern- 
ment ¢ 

Mr. Brann. In the absence, Mr. Chairman, of social-security cover- 
age of the military. 

Now, I must concede that if you are going to apply that kind of a 
test, you consider not only the question of hardship as between pay- 
ments made by the Government, but also the question of hardship as 
between survivors getting total amounts, including amounts from 
outside sources 

Mr. Harpy. I am not impressed with the case of hardship by an 
individual survivor that gets only $87 a month from the Government, 
if on the outside that individual receives $100,000 a year. I don’t 
think any hardship exists. 

Now you get into a question—you do get into a question of equities 
as far as Government payments are concerned. But I said the first 
test insofar as I am concerned is the question of relieving hardship. 
Now, if that is a widow that has no other income, why, goodness knows 
there is a case Df hardship existing there and ought to be relieved. 

Mr. Buanp. I don’t think there is any question about it. 
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Mr. Harpy. In my mind, therefore, the first objective that ought 
to be considered by this committee—and that is one of the things we 
are thinking about 

Mr. Buanp. And the point I was trying to make there, Mr. Chair- 
man, in the light of your illustration, is how far will you go here in 
approaching the pension standard, considering outside income, for 
example, whatever it is. Compensation in the cases of widows and 
children has not heretofore utilized that standard. Pension has. 
You would have a type of hardship if you apply that standard in 
the illustrations that you gave. The one case of large outside income 
and the other case of no outside income. 

Mr. Harpy. You would put your maximum, or your Government 
contribution limited to the figure of $87 that I used. 

Mr. Buanp. I think that was one reason that we felt that there was 
strong justification for raising the present compensation rate to the 
widow. 

Mr. Harpy. Well, whether it is the compensation rate or what it 
is, certainly I am convinced, and I believe the other members of the 
committee are convinced, that we have to come up with some sort of a 
solution which provides a total minimum income. 

For instance, the individual right today, widow that is getting 
only $87 a month, and that is all the income she has unless she is able 
to work—and a lot of them are not able to work—that is absolutely 
unjustifiable in my judgment. 

Mr. Buanp. I agree, Mr. Chairman. 

Mr. Harpy. Certainly there ought to be some minimum that more 
nearly approaches that standard, or some standard, as to what it 
takes for a widow to survive on. Somebody gave a figure of $160. 
i don’t know how accurate that is. 

Mr. Carnes. $162 is the Department of Labor figure. 

Mr. Harpy. But if that is a minimum, why then the committee 
ought to start out with some sort of an objective of that kind, it 
seems to me. And taking that into consideration, I still get back 
to this question that I raised just a minute ago—and I am going to 
ask each of the task groups or each of the agencies-—members of the 
task group to give us an expression on—which of the plans before 
is has the more universal accomplishment of eliminating hardship. 

Now that is it. 

Mr. Buanp. Mr. Chairman, if I may make a comment on that, in 
all fairness. Under your,concept of hardship, which would be a con- 
sideration of the total benefits available to the widow or the other 
survivor—and you might not limit that to income from governmental 
sources, you might consider outside income—it may well be that there 
would be less hardship under a plan like plan A and plan B than 
another type of plan, because you have a greater degree of uniformity 
in the social-security coverage under that type of proposition. 

Mr. Harpy. Well, I don’t mean to leave the impression that I am 
xdvocating the consideration of all other outside income in deter- 
mining what the maximum of benefits should be or the minimum 
level shall be. I don’t think that that necessarily follows at all. What 
I am saying is that I think there should be a level of benefits provided 
nder whatever plan is adopted which will minimize the hardship 

65018—55——13 ) 
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conditions that exist with respect to dependents of service personnel 
who die in the service. 

Mr. Buanp. I certainly agree with that Mr. Chairman. 

Mr. Harpy. Anybody else want to get in that? Bill, you have 
something ? 

Mr. Bares. No, excepting now I think you have clearly indicated 
exactly what you had in mind. I thought originally when you were 
— you had more in mind the needs test which Mr. Bland indi- 
cated. 

Mr. Harpy. I don’t think—— 

Mr. Bares. You wouldn’t do that any more than you would for 
your disabled veterans, establish more of a pension than a compensa- 
tion. I don’t think any of us would want that. 

Mr. Harpy. No. 

Mr. Bares. So I think what you said is clearly understood. 

Mr. Branp. I think I understand that now. I think the needs ques- 
tion is another question that perhaps you didn’t intend to get into, sir. 

Mr. Harpy. No, I don’t think it 1s up to us or any Federal agency to 
have to get into an evaluation of all the private income that an indi- 
vidual beneficiary has. But I do think that it is up to us to try to find 
a means of providing that minimum income from governmental 
sources in case there isn’t anything else which will prevent hardship 
insofar as we can. Do you have anything? 

Mr. Treacur. No. 

Mr. Carnes. That is all, Mr. Bland. 

Mr. Bares. I wonder—what percent of your payments—I do not 
know if there has been any estimate made on the various plans or under 
the present plan. What percent of your payments represent—or what 
is the comparison between payments and administrative cost? In 
other words, how large are administrative costs of these various sys- 
tems compared to the amount of money which the recipients get? 

Mr. Buanp. Mr. Bates, I think that if my colleagues will check on 
me here, that it runs something like 4 to 414 percent. 

(Mr. Birdsall nods.) 

Mr. Bares. Of course, our idea was originally if we can simplify 
this we can take some of that 414 percent and give it to the people who 
might need it. 

Mr. Carnes. Mr. Hughes is taking exception with that estimate. 

Mr. Hvueues. I don’t want to take exception to it. I just believe it 
is a little bit high for the systems that are under consideration here— 
OASI and the veterans’ compensation. 

Mr. Carnes. You are saying it is less than 41% percent, Mr. Hughes. 

Mr. Hucues. Yes. I would say it runs a percent or two. What is 
OAST? 

Mr. Davin. The administrative costs as a percent of benefits in 
OASIT would run now, I think, about 3 percent. 

Mr. Carnes. Three percent? 

Mr. Davin. Of benefit payments. 

Mr. Carnes. All right. 

Mr. Davin. I would want to double check on that, but that is my 
recollection. 

Mr. Carnes. All right, fine. Thank you, Mr. David. 

Mr. Hughes, does that clear it up? 
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Mr. Hueues. I think so. It is running around that of VA, perhaps 
a little less. 

Mr. Carnes. The point you were making is slightly less than 414 
anyway. 

Mr. Hucnes. Yes. 

Mr. Buanp. Just to clear the record, I was speaking in terms of 
overall VA administrative costs in relation to the total cost of the 
VA benefits, and, of course, that includes many other programs. I 
certainly accept Mr. Hughes’ amendments. He is in much better 
position to know than I am. : 

Mr. Harpy. Now, Mr. Bland, do you know of any other specific 
comments on C-1 or C-2 that you haven’t touched on that you feel 
the committee could profit by, or did you finish ? 

Mr. Buanp. There are other comments that I could make, Mr. 
Chairman, but I don’t believe it would be worth my taking up further 
time just now to go into them. 

Mr. Harpy. Fine. I wish you would give a little further thought 
to it, right now, particularly from the standpoint of the question I 
raised a while ago with respect to the applicability of the hardship 
test to each of these four plans for us, if you will, please. 

Mr. Buianp. Yes, sir. 

Mr. Harpy. Thank you very much, gentlemen. 

I think next we would like to have some comment on these plans 
from the Bureau of the Budget. Mr. Hughes, you and your cohorts— 
are you going 

Mr. Hucues. I am the cohort. 

Mr. Harpy. You are the cohorts. That is fine. 


Mr. Hughes, you have heard some of the backing and filling we have 
had on C-1 and C-2 here. I presume you also sat in on some of the 
staff group discussions when these plans were in the process of prepara- 
tion. The committee would appreciate having your reaction to these 
two plans, if you will, please, sir. 


FURTHER STATEMENT OF PHILIP S. HUGHES, ASSISTANT CHIEF, 
LABOR AND WELFARE DIVISION, BUREAU OF THE BUDGET 


Mr. Huenes. All right, sir. If it is agreeable with the committee, 
I think it might be appropriate to concentrate on what seemed to me 
to be two essential differences between the C plan and plans A and bh, 
and disregard certain differences which I don’t believe are essential. 
Those nonessential ones, I think, are differences in benefit levels and 
differences in dependence requirements and that sort of thing. 

[ think they could be modified in any of the plans in such fashion 
as would make them acceptable to the committee. 

The essential differences, I think, between plan C-1 and C-2 and 
plans A and B are first the question of pay relationship. 

Plans A and B both have as an inherent part of the plan a relation- 
ae pay. In that respect they differ fundamentally from both C—1 
an oe 

Plan C-1 has no pay relationship, but has a years-of-service relation- 
ship. Plan C-2 has neither. 

_We would regard the plans A and B as preferable in this respect 
since we feel that a pay relationship is proper and that it is preferable 
to a years-of-service relationship such as the one outlined in plan C—1. 
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Then the second essential difference, I think, between plans A and B 
and the two C plans is the fact that whereas plans A and B integrate 
OASI into the basic structure of the benefits provided to the service- 
man or the veteran, plan C-1 in effect ignores the existence of OAST 
from the standpoint of establishing the benefit levels and plan C-2 
recognizes the existence of OASI, but by an offset rather than by 
establishing the various benefit programs on an integrated basis. 

Mr. Harpy. Mr. Hughes, does your order of presenting these two 
essential differences indicate the relative significance of them ? 

Mr. Hucues. No, sir. It indicated primarily the degree of dis- 
cussion that I thought might arise on these two points. 

Mr. Harpy. In other words, this pay relationship which you men- 
tioned as No. 1, because that was in No. 1 position doesn’t mean you 
think it is more important than the social-security aspect? 

Mr. Hueues. No, sir, it does not. I thought it was perhaps a more 
easily disposed of point and, therefore, could appropriately come first. 

Mr. Harpy I see. 

Mr, Hucues. More easily disposed of, that is, from the standpoint 
of my testimony, I should say. 

On the question of OASI coverage 

Mr. Harpy. Have you finished with your No. 1 point? 

Mr. Hugues. Yes, sir. ; 

Mr. Harpy. Wait a minute before you get into OASI. 

Mr. Hueues. All right. 

Mr. Bares. He is trying to get rid of it. [Laughter.] 

Mr. Harpy. I take it, then, that insofar as that part of plan C-1 
and C-2 is concerned, you would be better satisfied with them if they 
were amended to provide some relationship to pay of the individual? 

Mr. Hueues. Yes, that is correct. 

Mr. Harpy. Mr. Bland, I believe it was, a minute ago—or some- 
body 

Mr. Carnes. Mr. Bland. 

Mr. Harpy. Mr. Bland suggested that we might make a modifica- 
tion in the longevity proposal and make that in combination with a 
percentage consideration for pay scales. Would that make plan C-1 
more desirable from your point of view ? 

Mr. Hueues. I think the basic question there is the type of formula 
that is developed. 

Mr. Harpy. Well, we will let you develop it. 

Mr. Hueues. Yes. [ Laughter. | 

I would just as soon not. [Laughter.] 

We worked a good deal, as Mr. Carnes indicated, in the staff group 
to try and fit together the element of time and the element of pay into 
« formula that would give you reasonable benefit levels for various 
grades and various periods of service, and we didn’t come up with 
anything that appeared too satisfactory to us because of just techni- 
calities inherent in the thing. 

It seemed to us that we got a reasonable relationship by using the 
pay relationship, in that by using pay you do establish a length of serv- 
ice relationship more or less implicitly. 

Mr. Harpy. Well, would it not be reasonably possible to work out 
a relationship in your benefits under plan C-1, tied into the pay scales! 

Mr. Hucues. I think it would, yes, sir. 
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Mr. Harpy. Well, now, would it not also be possible, if it were de- 
cided that as a matter of policy that it was desirable—wouldn’t it also 
be possible to do the same thing with plan C-2? 

Mr. Hucues. I think it would, yes. You could 

Mr. Harpy. That wouldn’t present any great difficulty in either 
case, would it ? 

Mr. Hugues. Well, I think it departs fairly fundamentally from 
some of the principle of simplicity in the plans. One of the objectives 
with these two plans was to arrive at a simpler approach to this prob- 
lem than inthe B plan. But it could be worked out on a pay relation- 
ship, I think quite equitably. 

Mr. Harpy. You could even have a table for that matter? 

Mr. Hugues. That is right. 

Mr. Harpy. So that problem—if there were some modification of 
these plans in that regard, that part of your feeling that they are 
unsatisfied would be dispelled ? 

Mr. Hucues. That could be, yes. 

Mr. Harpy. That is fine. Any questions on that one before we 
proceed ¢ 

Mr. Treacus. No. 

Mr. Harpy. Any, Bill? 

Mr. Bares. No, nothing. 

Mr. Harpy. Now we will get into your OAST statement, if you will, 
please, sir. 

Mr. Hueues. All right. Whereas plans A and B would integrate 
old-age and survivors insurance into the benefit structure, plan C-1 
in effect ignored the existence of OASI from the standpoint of estab- 
lishing benefit levels, and plan C-2 would provide for an offset in 
recognition of OASI. 

I felt, in working on the development of plans A and B, that the 
integration of OASI into a total benefit structure was a more desirable 
approach and a somewhat simpler approach from the standpoint of 
administration than was the offset approach that is described in plan 
C-2. 

Also, I think it is important to bear in mind that to leave out con- 
sideration of OASI as is the approach in plan C-1 does do away with 

I think it has been pointed out that most members of the Armed 
OASI. 

I think it has been pointed out that most members of the Armed 
Forces today have OASI coverage, and in those instances the sur- 
vivors would have the benefits which accrue from OASI. They would 
have the application problems that relate to the availability of those 
benefits. And in general their situation would not be too different 
from the standpoint of the administrative redtape involved, than 
would be their situation under plan A or plan B. 

But the benefit structure under plan C-1 does ignore OAST and I 
think has been adequately pointed out that where OAST doesn’t exist, 
the benefits are low in relation to the plan A and B benefits and where 
OASI does exist and is available to the beneficiary, the benefits would 
be considerably higher than plan A or plan B benefits. 

A very important aspect of this from our standpoint is the fact 
that any plan which integrates OASI, which is a contributory benefit, 
can pay a higher level of benefits at less cost to the Government than 
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can be paid under a noncontributory plan. And it is for this reason, 
among others, that we have favored OASI. 

Mr. Harpy. Do you mean, then, that you are letting the other people 
who are paying into the social-security fund finance the cost of the 
survivorship program of members of the ok 

Mr. Hvucues. No,sir. Under the plan A and B approach, the serv- 
icemen would make tax contributions comparable to those that they 
would make in private industry and their benefits would be financed 
in part from those tax contributions. 

Mr. Harpy. Then you mean that social-security program is just such 
a fine program that its cost of administration and all is held down 
so completely that it can pay larger benefits than other programs? 

Mr. Hueues. No, sir. What I mean is that since social-security 
benefits are partially contributory, the benefits of a given level pro- 
vided through that system can be provided at less cost to the Govern- 
ment than can benefits provided under a completely noncontributory 
system. 

"Mr. Harpy. Then you mean that because of the contribution which 
the individual would make out of his military service salary—pay— 
that he would be paying for part of his protection ? 

Mr. Hugues. That is right. 

Mr. Harpy. Notwithstanding the fact that he is liable to come in 
and want an increase in pay to offset this? 

Mr. Hueues. I think the first part of the statement is correct. He 
would be paying for part of his benefits. I am not in a position to 
answer on the second one. 

Mr. Harpy. Is that your understanding? 

Mr. Hugues. I don’t know. 

Mr. Harpy. Well, if it did, if we had to increase the pay to offset— 


now we had quite an argument over the pay increase bill this year, 
the career incentive act, and we got into discussions of 4 percent that 
resulted in previous increases, and we finally wound up with 714 per- 
cent, or whatever it was, pay increase, as an incentive Pr from the 


and now you come along here and you talk about taking 
pay of the fellow who is only getting—what it is, $81? 

Mr. Carnes. Yes, sir. 

Mr. Harpy. So since we already had a lot of discussion this year 
over pay increases that percentagewise weren’t any more than you 
are talking about deducting from the rank and file of the service per- 
sonnel, it seemed rather logical to me that we are going to be asked 
for a pay increase to take care of this increase in outlay that the 
serviceman is going to have to make. If we have to do that, would 
you still contend that it is cheaper coverage? 

Mr. Hueues. I think there has been a good deal of discussion before 
the committee as to the importance of the $4 contribution that would 
be made by the enlisted men in relation to this pay. 

Mr. Harpy. Maybe I am wrong in assuming that they are going 
to come back here and ask for it. Because the enlisted man might 
have a little trouble of getting the Secretary of Defense for Manpower 
to come up here and present his case, I don’t know. 

But if he doesn’t, he is liable to get plenty of Congressmen that 
would do it. 


rom the 
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But just make this assumption: If we do have to increase the pay 
and take into consideration the deductions from the pay to make the 
social security payments, would you still contend that we are getting 
the coverage cheaper ¢ 

Mr. Hugues. | don’t think there is any magic in the social security 
system. I think 

Mr. Harpy. The point I am making is this. You have just said 
that we got cheaper coverage and less costly coverage because of the 
contribution that the serviceman makes. 

Mr. Hueues. That is correct. 

Mr. Harpy. Now if that is the whole basis for it, then if the cost 
of paying the military is increased to compensate for the cost that 
the individual pays into the social security fund, we haven’t saved 
any money, have we? 

Mr. Huenes. If in addition to the social security cost there is a 
pay raise cost, it would cost the Government more money; yes, sir. 

Mr. Harpy. So we come out the same place. 

Mr. Hueues. Under those circumstances, yes. [ Laughter. ] 

Mr. Harpy. I got you sidetracked. But let’s—those are the cir- 
cumstances that I prescribed. 

Mr. Carnes. Proceed, Mr. Hughes, if you will, please. 

Mr. Harpy. I will find out where you left off. 

(Discussion off the record. ) 

Mr. Harpy. Now, Mr. Hughes, getting back on the record. 

Mr. Hueues. All right, sir. 

Mr. Harpy. If you can recall where you were when I got you off 
on the tangent, a I wish you would pick up right there. 

Mr. Hvuenes. All right, sir. 


I think the comment I was making was the fact that plan C—1 does 
not consider social security and does not integrate it into the benefit 
structure, doesn’t necessarily make the beneficiary’s situation any less 
complicated because the chances are that the survivor had or had the 
deceased person had OASI a of his own and she will still be 


visiting the Social Security A 
could, of course. 

My point is that social security is still very much in the picture 
even though plan C-1 does not make it a part of the benefit structure 
for the member of the Armed Forces. 

Mr. Carnes. It is not in the picture where it is a widow only under 
age 65, is it, Mr. Hughes? 

Mr. Hueues. That is right, unless she has—that is right, for a 
widow only. 

Mr. Carnes. Plan C-1 and plan C-2 would both more adequately 
take care of her than she is currently being cared for? 

Mr. Hucues. That is correct. 

Mr. Harpy. Now, I think we had some illustrations, didn’t we, on 
one of these plans, A or B, that a widow would end up with—a widow 
only would end with $89, I believe it was. 

Mr. Carnes. Yes, sir. 

Mr. Hvueues. Post-service; that is correct. 

Mr. Carnes. On a post-service case. 

Mr. Bares. That was nonservice; wasn’t it ? 


ministration to get those benefits, and 
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Mr. Hueues. Post-service. 

Mr. Bares. No; that would be service connected where she had no 
contingency option and did not have the post-service insurance. 

Mr. C arnes. And, of course, was not eligible for social security ? 

Mr. Hucues. That is correct. 

Mr. Harpy. Even if she were eligible for social security, it wouldn’t 
do her any good if she were under age 65. 

Mr. Carnes. If she had a minor child, Mr. Chairman—— 

Mr. Harpy. We are talking about w idow only. 

Mr. Carnes. That is correct. 

Mr. Harpy. So at least as far as that group is concerned, we would 
not have met the hardship test. 

Mr. Hugues. That is correct. 

Mr. Carnes. Proceed on, Mr. Hughes. 

Mr. Hueues. I think last Friday I mentioned the benefit level prob- 
lem that arises from ignering OASI in plan C-—1. Unless the com- 
mittee wishes, I won’t repeat that. 

The problem essentially is the fact that the C—1 benefit levels are 
established to stand by themselves and in circumstances where social 
security is payable they, therefore, may perhaps be excessive. 

Under plan C-2, the offset t approach that 1s adopted does achieve 
uniformity as between the various beneficiaries. 

I think that the administrative problems in C-2 are greater en 
those in plan A or plan B because of the offset approach that i 
adopted. 

The plan would be simpler to explain to the beneficiary, but ad- 
ministratively, it would require the Veterans’ Administration to go in 
every case to the Bureau of Old Age and Survivors’ Insurance and 
ascertain whether the beneficiary was eligible for OASI and the 
amount of OASI available. 

Mr. Harpy. Wouldn’t you think in that kind of a situation, Mr. 
Hughes, that total benefits would be paid by one agency or the other 
and it would be a bookkeeping transaction between them ? 

Mr. Hueues. We have explored that to some extent. The essential 
question is whether the cost of putting the 2 separate benefits together 
in the 1 check exceeds the cost of writing the 2 separate checks. 

The indications that we have gotten from Treasury and from the 
other agencies involved are that the work involved in integrating the 
2 programs and merging the checks and in writing the combined 
check is greater, and the cost is accordingly greater, than the cost 
of writing the 2 separate checks. 

Mr. Harpy. Let me ask vou one other question in connection with 
these offsets. You heard Mr. Bland’s discussion that offsets of other 
kinds probably should be considered with equal weight as an offset. for 
social security. For instance, civil-service benefits. What would be 
your feeling toward that? 

Mr. Huenes. I would regard the old-age and survivors insurance 
system as considerably different from the civil-service system. It is 
different on the surface in terms of the degree of contr ibution, or the 
percentage of pay contributed, rather. It is also different in the sense 
of its universality and differs in terms of the financing provisions in 





no 


auld 


»b- 


ire 
jal 


ve 


he 
he 
al 
st 


er 
or 
e 








SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 193 


that the social-security system is financed through a tax, a payroll 
tax, whereas the civil-service system, being less universal, is financed 
by an employer, that is, the Government and by the Government 
employee. 

The problem of dual benefits, dual credits under these various sys- 
tems, is a very difficult one. We don’t have a solution in many in- 
stances that is satisfactory to us. But I am sure that we would regard 
OASI as an “offsetable” benefit, because of the difference in level 
of contributions, the tax support of the OASI system, and the greater 
scope of the system, the fact that it includes virtually all the popula- 
tion. 

Mr. Carnes. Do you regard OASI as a tax-supported system, Mr. 
Hughes? 

Mr. Hvuenes. Yes. Isn’t that—you should check the social-security 
people. But I think basically there is a tax law and there is a benefits 
law and the two are separate. 

Mr. Carnes. All right, sir. 

Mr. Harpy. Any questions? 

Mr. Carnes. Do you have some further comments you wanted to 
make ¢ 

Mr. Hueurs. No, sir; that was all. 

Mr. Harpy. Any questions, Mr. Bates? 

Mr. Bares. No. 

Mr. Harpy. We certainly do thank you, Mr. Hughes. Thanks a 
lot. 

Mr. Carnes. You don’t want to ask Mr. Hughes the same question 
you asked the Veterans’ Administration. 

Mr. Harpy. I didn’t particularly want to insist that he answer it at 
this time with respect to the universality of the prevention of an elimi- 
nation or reducing a hardship. I would like to get an answer on that, 
Mr. Hughes, and sometime when you give it a little thought, I would 
like for you to comment on the effectiveness of each of these four plans 
with respect to that particular approach. 

Mr. Hucues. I can comment quite briffy, I think, that I think a 
degree of equity and hardship elimination can be achieved through 
either plans A, B, or perhaps C-2 under certain circumstances. I 
think plan C-1 will not achieve equity because of the existence in 
some cases of OAST coverage and the nonexistence in others. But I 
think through modification or adaptation—— 

Mr. Harpy. You then, think any one of three: A, B, or C-2, would 
lend itself equally well to the elimination of reduction of hardship? 

Mr. Hueues. No. I think it could be done in any of those three. 
I think we would still feel that with regard for the ease of administra- 
tion, and—I hesitate to mention cost again, but cost, that plan A would 
he preferable, as we see it. 

Mr. Harpy. Of course, the committee does have to be concerned with 
cost, because we want to get the best protection possible we can for 
the least amount of money. 

Mr. Huenes. My hesitation on the cost side centered around this 
question of contributory benefits. 

Mr. Harpy. Thank you, Mr. Hughes. 
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Mr. Carnes. Mr. Hughes, Mr. Bates suggested we clear up one 
point. The question I asked about do you consider the social security 
to be a tax-supported question—of course, we realize that the contri- 
butions made by the employee and the employer are legally termed 
taxes. 

Mr. Huenes. Yes. 

Mr. Carnes. But the question I was trying to raise was: Do you 
consider it a self-supporting system or do you think there is a tax- 
support element in the program itself? 

Mr. Bares. Subsidized. 

Mr. Carnes. Is it a subsidized program or is it a self-supporting 
program ¢ 

Mr. Hueves. As I understand it, it is designed to be a self-support- 
ing program through the taxes—the 2 percent at the present time, 
tuxes—levied upon the system. 

Mr. Carnes. In that light, then, you do not deem it to be a tax- 
supported program ? 

Mr. Huenzs. You mean is it supported from general revenues ? 

Mr. Carnes. Yes. Is there any element of tax support in the social 
security, other than the employee’s 

Mr. Hucues. Not at the moment, no. 

Mr. Carnes. All right.. 

Mr. Harpy. Now the employee pays into the social-security fund 
2 percent as taxes? 

Mr. Hueues. That is correct. 

Mr. Harpy. Under the civil-service system the employee pays into 
the civil-service retirement fund 6 percent, but it is as a deduction and 
he just doesn’t name it as a tax. But is there any appreciable differ- 
ence, except in the name? 

Mr. Hugues. I think there is a difference in the extent of the—— 

Mr. Harpy. There is a difference in the extent. But you have to 
pay on both. 

Mr. Hueues. As an employee of the Government you would have 
to pay. 

Mr. Harpy. Yes, sir; you have to pay that 6 percent deduction 
under the civil service system. 

Mr. Hucues. Correct. 

Mr. Harpy. It is not an elective proposition, in most jobs. 

Mr. Hugues. That is right. 

Mr. Harpy. So I fail to see very much distinction. But anyway—- 

Mr. Bares. You made a good case. [Laughter.] 

Mr. Harpy. They got different names. 

Mr. Carnes. Thank you, Mr. Hughes. 

Mr. Carnes. Now we will have the Department of Defense. 

Mr. Harpy. Admiral. 

Admiral GRENFELL. We have a team, again, Mr. Chairman. Cap- 
tain Martineau will take over C-1, I will handle C-2, and Captain 
Hoyt will be our adviser here. 

Mr. Harpy. Technical experts. 
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FURTHER STATEMENT OF REAR ADM. ELTON W. GRENFELL; 
ACCOMPANIED BY CAPT. DAVID L. MARTINEAU; AND CAPT. J. B. 
HOYT, REPRESENTING THE DEPARTMENT OF DEFENSE 


Admiral Grenre.i. Incidentally, we appreciate very much the 
great efforts that the staff must have gone through to develop plans 
C-1 and C-2. We can see there was a lot of thought put into it. 

Mr. Harpy. Weil, we appreciate the help that you folks have given 
us on it, on the whole business, and we are glad to have your com- 
ments now on C-1 first. 

Captain Martineau. Mr. Chairman, I will proceed then—— 

Mr. Harpy. Captain Martineau. 

Captain Martineau. With the attempt to touch upon what we 
consider to be the principal features of plan C-1. 

I would like to cover it under the main categories as they appear in 
the staff plan. The first one of those is the matter of the death 
vratuity. Under plan C-1 the death gratuity would be payable in 
full, that is the 4 months gross pay formula, not to exceed $3,000, 
to widows, children, or dependent parents, but not to any other class 
of relatives, thus making plan C-1 more restrictive but less costly 
in this respect, than either present law or plans A or B. 

Mr. Carnes. Are the restrictions objectionable to the Department 
of Defense ? 

Captain Marrrngav. No. 

Mr. Carnes. All right, sir. 

Captain Martineau. Not in my opinion. 

The matter of social security: Plan C-—1, of course, excludes social- 
security coverage for periods of active military service. This fea- 
ture would be fully applicable to those entering military service fol- 
lowing the enactment of plan C-1. But plan C-1 is silent as to 
whether any social-security benefits earned for active military service 
under the present law, that is on the $160 monthly wage credit basis— 
whether they would continue to apply and be credited for those re- 
maining in active service, after the enactment of this plan. And it 
would touch upon those who would have earned a fully insured status 
for life, that is 10 years’ coverage under present social-security appli- 
cation under the $160 wage credit, and also it would involve persons 


who have earned some social-security wage credit under present law, 


but less than 10 percent. That would prevent them from having a 
lifetime insured status and whatever benefit might accrue to them 
would be on a diminishing basis due to the fact that they are no 
longer creditable. 

Mr. Carnes. Captain, you say it is silent on that. You don’t 
anticipate that the $160 gratuitous wage credits would continue in 
effect under plan C-1, do you? 

Captain a nathan, understand—no, that they would not con- 


tinue in effect any longer. That is, persons would no longer be 
credited with $160 wage credits. 
Mr. Carnes. Yes, sir. 
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Captain Martineau. My question is, what credit would they get 
for service that had been performed prior to the enactment of this 
law? That is, what credit would remain for service that has been 
performed under present law, credits that have already been earned ? 
For instance, persons who have 10 or more years of service since 1940 
have a fully insured status for life. 

Mr. Carnes. Providing those years were not used for longevity 
retirement purposes. 

Captain Marrrngav. That is correct. But say the person died on 
active duty. 

Mr. Carnes. Yes, sir. 

Captain Martineau, Say the person died on active duty following 
the enactment of plan C-1 and he had had 10 years active service prior 
to enactment. 

Mr. Harpy. I think that is an issue that we probably don’t need 
to get into too much right here now, because I think that is one we 
would have to decide on the basis of the equities involved. 

My immediate personal reaction would be that certainly we wouldn’t 
take away any credits that had been built up under previous statute. 

Captain Martineau. Well, I am not raising it as an issue, Mr. 
Chairman. 

Mr. Bares. It is a point that should be mentioned. 

Captain MArtrneav. Just as a point to be mentioned. 

Mr. Harpy. That is something that would need to be cleared up 
if we get into serious consideration of C-1. 

Capt: in Martrneav. And, of course, that decision would be an 
important factor in determining the cost of plan C-1. 

Now, the plan C-1, of course, requires no contribution to the OASI 
fund by either individuals or the Government. And there would be 
no further cost to the OAST trust fund such as under present law. 

Mr. Carnes. The plan C-1 does provide for this freeze and it is 
assumed there is to be some payment for that freeze. 

Captain Marttneav. That is my point. 

Mr. Carnes. Pardon me, all right. 

Captain Martineau. Apparently plan C-1 does contemplate that 
the OAST trust fund would bear the cost of the 1-year postservice 
coverage provided for on plan C-1. 

Now, except for the 2-year postservice social-security coverage, plan 
C—1 would provide no continuing survivor benefits to any long service 

career personnel, unless their death is service connected. Thus, long 

service career personnel would preclude participation in any ‘other 
survivor-benefit plan, including, of course, social security. This com- 
pares unfavorably to all other Government plans. 

Plan C-1 provides no disability freeze for persons leaving active 
service with a total disability, as at present. Without regard to the 
pros or cons of social-security coverage for military service, plan 
C—1 does disregard or reject the increasing trend to bring all American 
wage earners under social security. 

Mr. Harpy. There we go again. [Laughter.] 

Captain Martineau. These are just features. We are not raising 
any issue, Mr. Chairman. 

Mr. Carnes. Other than that feature, Captain, all of the rest of 
them, that is, all of the other objections you are raising, could be 
adapted to plan C-1 although they weren’t specifically stated ? 
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Captain Martineau. Yes. I am just talking as written. 

Mr. Harpy. I think those are very good points you are bringing 
up. But they don’t relate to the fundamental, basic objections to 
the plan. They are good points and if we get into any serious consid- 
eration of it, why they would all have to be taken into account. 

Captain Martineau. Plan C-1 provides an extension of social- 
security coverage for periods prior to entering upon military service. 
This would freeze any previously earned social-security coverage, so 
as to cause no disadvantage to those entering military service from 
other vocations and employments that had been so covered. But it 
would permit a py unialiog of those frozen social-security credits, of 
those benefits, upon those that are proposed by plan C-1, for those 
that die in service. 

If such a freeze were to be for an indefinite period, this would 
provide a considerable advantage to servicemen, including career 
personnel, who had been able to acquire a minimum then of six quar- 
ters of social security covered employment prior to entry on military 
service. 

On the other hand, if such a freeze were to be terminated under the 
plan as enacted after a stipulated period in service, that would amount 
to a loss of benefit and would thus be a deterrent to reenlistment or 
extension of active military service after that time. 

Mr. Harpy. You found a lot of stuff about social security in this 
particular plan, C-1, and you would disagree with the Bureau of the 
Budget, then, when they stated that plan C—1 ignores social security ? 

Captain Martineau. Well, of course, it does in some respects, some 
important respects. 

Mr. Harpy. Well, you brought a lot of social security consideration 
into it. 

Captain Marringav. Well, I am mostly raising pomts, Mr. Chair- 
man, which as you have already pointed out would be elements that 
would have to be decided if this thing were to be seriously considered. 

Mr. Carnes. These are problems that arise, Captain, by trying to 
ignore social security, aren’t they, some of them? 

Mr. Bares. That is it. 

Captain Martineau. That is right, no question about it. 

Mr. Harpy. Then you are in complete agreement with Mr. Hughes, 
then? 

Captain Martingav. No, sir; I wouldn't say I would be. I wouldn't 
agree with his flat statement. I imagine Mr. Hughes would want to 
modify that statement somewhat, too, on any prolonged discussion. 
But it seems to me that we are already wedded to a large extent to 
social security. It is a fait accompli already. 

Mr. Harpy. I don’t know whether you and Mr. Hughes are together 
or apart. 

Captain Martineav. He wants to answer it. Go ahead, Sam. 

Mr. Hvcues. I would like to defend my honor. [Laughter. ] 

I think what I said was that from the standpoint of the benefit 
structure, plan C-—1 ignored social security; that the benefits were 
set up to be independent, disregarding social security. 
- Mr. Harpy. I though you went further than that. T wrote the word 
ignored” down there and I thought you meant universally. 

Mr. Hugues. I will check with the reporter. ; 
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Mr. Harpy. That is all right, I won’t hold that against you. Go 
ahead, Captain. You know, maybe if we could pass over some of these 
items that would lend themselves to evolution and get into more of the 
basic—I am reasonably sure that we could anticipate some rather 
fundamental objections on your part to plan C-1 an 

Captain Martineau. I will certainly drop any further discussion of 
it, Mr. Chairman. But it seemed important from this standpoint. 

Mr. Harpy. No—— 

Captain Martineau. Plan C-1 contemplates no social security cov- 
erage for active military service. 

Mr. Harpy. I don’t mean for you to drop a discussion of it, but I 
was thinking about these details. 

Captain Martineau. Oh. 

Mr. Harpy. About the 6 months’ coverage that the fellow might 
have had before he became a career serviceman. Those are things that 
are important and would be important in any detailed consideration 
of the matter. 

Captain Martineau. Yes. 

Mr. Harpy. But I think we need to get into those fundamental ob- 
jections that you have to plan C-1 that you have just been skirting. 

Captain Martineau. We will come to those, sir. 

Mr. Harpy. That is right. 

Captain Marrrneav. I have two more small points under social 
security and we will have done with that. Of course, the plan C-1 
does provide the special social-security coverage on the basis of a 
flat $200 monthly wage credit for a 2-year period after separation from 
uctive service. It also points out that this includes all persons sepa- 
rating from service, including those drawing retired pay. This would 
be a definite advantage, because it would cover all persons in the event 
they die before having attained six quarters of social-security coverage 
in civilian employment after they leave. 

Presently the dependents of most such retired personnel have no 
survivor benefits whatsoever. And, of course, the plan C-1 as it relates 
basically to social security would return to the principle of law that 
was first enacted by the Congress in 1946. That is the first time Con- 
gress addressed itself to social security as regards the military, where 
it at that time provided a 3-year postservice coverage and this plan 
would reduce that to 2 years, but instead of the $160 wage credit the 
Congress first set up this would increase that to $200. 

Now, as regards the serviceman’s indemnity. This plan, of course, 
retains the indemnity principle that is contained in existing law, but 
it does provide quite a limited choice of beneficiary. It is similar to 
plans A and B, except that the granted period is reduced from 10 
to 15 years. 

Mr. Carnes. Is that objectionable to the Department of Defense? 

Captain Martineau. I wouldn’t think so, no, sir. 

Mr. Carnes. All right, sir. 

Captain Marrrngav. It discontinues the nondisability postservice 
“nsurance that is now allowable to be purchased from Veterans’ Ad- 
ministration. 

Mr. Carnes. Is that objectionable tothe Department of Defense, the 
<liscontinuance of that insurance? 

Captain Martrygav. Well, it would be loss of a benefit, certainly. 
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Mr. Carnes. This discontinues it. It discontinues it for those 
people who have not incurred any service-connected disability while 
on active duty. 

Captain Martineau. Yes, who have not—it retains it for disability 
cases. 

Mr. Carnes. Yes. 

Mr. Bares. Yes. 

Mr. Harpy. So that if an individual has not had his insurability 
impaired by his military service, so that he would be completely 
eligible for commercial coverage, you would consider that his rights 
under present law to take out NSLI should be preserved ? 

Captain Martrngav. I think so, yes, sir; in my opinion. 

Mr. Carnes. The rights that he iw at the present time is only to 
take out 5-year term nonparticipating insurance? 

Captain Martineau. Yes. 

Mr. Carnes. And that would work out on an actvarial formula; 
except for the administrative cost or some slight subsidy, the rates 
are practically parallel, I believe. 

Captain Martineau. I think it has this advantage: You take a man 
who is serving under compulsory service and he has had to serve 
whatever his period is, 2, 3, or 4 years, perhaps, full enlistment. 
During that time if he came in at the lower ratings, his income is 
relatively small. He perhaps cannot afford private insurance, even 
though he is covered while he is on military service. But at the time 
he leaves active service and starts employment on the outside, that is 
sort of a vulnerable period. Also, his age has increased. His insurance 
rate has gone up with private companies, of course. So perhaps this 
continuation of this principle might compensate for that period 
when he—— 

Mr. Carnes. He takes out that 5-year term insurance at the attained 
age, even when he is discharged from the service. There is no prefer- 
ential treatment there for him just because of the age factor. 

Captain Martineau. No, but it is in a reduced rate. It is a rate 
considerably less than he would purchase private insurance for, for a 
limited amount of course. $10,000 is the most he can get. It is a 
small advantage. 

Mr. Carnes. All right, sir. Proceed on, Captain. 

Captain Martrneav. And the indemnity feature of plan C-1 would 
of course permit continuing the indemnity payments to unremarried 
widows, children, and dependent parents beyond the 5-year guaranty 
period. 

Mr. Carnes. They restricted it to 5 years here. Plans A and B 
restrict it to 10 years, do they not? 

Captain Martineau. That is correct. 

Mr. Carnes. All right, sir. 

Captain Martineau. And, of course, it does provide for offset of 
VA insurance at risk, very similar to plan A. 

Now, on the subject of death compensation, plan C-—1 recognizes 
length of service for increasing the amount of survivor benefits, on 
the basis of the flat increase of $4 per month for each year of active 
service beyond 3 years. It does propose the same compensation rates 
for conditions of war and peace, which is different than present law. 
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Mr. Carnes. Well, to get back to the first point that you made: 
What is the reaction of the Department of Defense to that proposal 
that an increment be given for longevity ? 

Captain Marrineav. As far as it goes, it is VA. 

Mr. Carnes. If there coulud be a satisfactory integration of the 
two, that is, longevity to attained pay scale, what would be the reaction 
of the Department of Defense to such an integrated plan? 

Captain Martineau. That would be the proper way to do it, in our 
opinion. 

Admiral Grenrety. Mr. Carnes, I would like to point out 

Mr. Carnes. Admiral Grenfell. 

Admiral GrenreLit. That these comments are the comments of our 
task force thus far. 

Mr. Carnes. Surely. 

Admiral Grenrevt. We haven't had time to get 

Mr. Harpy. We understand that, Admiral. 

Admiral GrenreLt. When you say the Department. of Defense, that 
is the task force. 

Mr. Carnes. Yes, sir. 

Mr. Harpy. Of course, we fully appreciate that, and we realize on 
that comment we will or the committee will not conclude that it is a 
view of the Secretary of Defense. 

Admiral GrenreLi. All right, sir. 

Mr. Carnes. All right, sir, proceed on, if you will. 

Captain Martineau. The plan C-1, however, rejects the amount of 
income to which a serviceman is entitled at the time of death as a 
basis for determining the amount of survivor benefits. And that 
raises a question: Why must the military service alone be discrimi- 
nated against in regard to this? No other survivor-benefit. plan in 
Government or industry contains any such limitations. 

And this is entirely inconsistent with the principles of career incen- 
tive and attractiveness, 

The death compensation rates provided in the plan C-1 are generally 
higher than the present Veterans’ Administration rates for death 
compensation. It continues the flat rate for all ranks and ratings, 
applying without regard to amount of income. 

And, once again, the question must be asked why shall there be 
ho recognition or credit whatsoever for attainment of higher rates of 
pay for military service? This peculiar limitation does not apply 
to any other type of survivor-benefit plan for persons in Government 
or in private business or industry. 

Mr. Harpy. You are taking the position, then, getting on this argu- 
ment or discussion that we have had over a period of time, that there 
is rank in death? 

Captain Martineau. That there is rank in death? 

Mr. Harpy. Yes. 

Captain Marrineav. I wouldn’t want to comment on that at all. 

| Laughter. | 

Captain Marrineav. I just want us to be like everybody else. 

Mr. Harpy. That was a poor way to phrase that question. But 
that is the manner in which it has been presented before. 

Captain Martineav. I will put it this way, Mr. Chairman. 

Mr. Harpy. That is not original with me. 
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Captain Martineau. For the person who dies, of course, that is 
the great equalizer. But for those who remain on, they have the 
probiem of continuing their way of livelihood as best they can accord- 
ing to the manner in which they were prior to his death. 

Mr. Harpy. So actually we are not talking about the rank in death. 
We are talking about station in life. 

Captain Martineau. That is exactly right. 

Mr. Harpy. Of the survivors. 

Captain Martineau. Exactly, sir. 

Mr. Bares. You believe then, Captain, that a man who comes into 
the service during the time of war and who had unusual earnmg 
capacity and many talents and as a consequence of that background 
he receives a high commission, that he should be paid higher than 
someone who came in who didn’t have similar alsets or earnings 
capacity ? 

Captain Martineau. Wel, then his income is being determined on 
the basis of his value to the military service, just as it is in any other 
business or industry. We do recognize, however, that people must 
come into service and serve on military duty under compulsion and 
that frequently they must come in and serve in the lower ratings, 
whereas, on the outside they might have been able to have a consid- 
erably higher income, but they have not had the training that the 
military requires and therefore they must start at a lower rating. 

Now, in those cases we very definitely feel that there should be an 
adequate minimum prescribed below which it cannot go. 

Mr. Carnes. Well, now—excuse me. 

Mr. Bares. For the most part, during a period of war, when a man 
comes into the service, his rating or his rank is commensurate with 
his background. 

Captain Martingav. It is commensurate with his background and 
it is commensurate with his potential value to the military service. 

Mr. Bares. That is right. Now, you believe that that background 
should have a corresponding differential in benefits ? 

Captain Martineau. I would simply like, Mr. Bates, to relate it 
to income. What income is the man receiving at the time of death? 
That is the way every other survivor benefit is determined, with this 
one exception. We recognize there are men in the military service 
who are—who do receive a relatively low rate of pay for the lower 
ratings, lower than they probably were receiving in civilian life. Now, 
for those people there should be a prescribed minimum. 

Mr. Bares. I understand that clearly. But I also just tried to 
point out that a man during a period of war, when he comes into the 
service, ordinarily gets a rank or rating commensurate with his 
background. 

Captain Martineau. That is correct, sir. 

Mr. Bares. So that wouldn’t be—well, they are shaking their heads. 
But generally that is so. 

Captain Martineau. I agree with that. 

_Mr. Bares. Yes. They have certain requirements, a college educa- 
tion, or something else. 

Captain Martineau. That is true. 

Mr. Bares. And therefore they would get a higher rating and 
benefits than someone who didn’t have that background. 

Captain Martineau. Yes, sir. 

65018—55——14 
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Mr. Harpy. A college education doesn’t necessarily mean that a 
man is going to earn a lot of dough on the outside. 

Mr. Bares. I understand that. 

Mr. Harpy. Neither does it mean that he will qualify for a very 
high rank in the office or group. 

Mr. Bares. Not necessarily. But some very highly selective people 
were brought in and made admirals. 

Admiral Grenretx. Directly. 

Mr. Bares. Captains and commanders, all the way down the line, 
because of unusual talents. 

Mr. Harpy. I doubt whether you can find any universality of 
applications of any rule to fit a wartime situation. 

Now, you can more nearly do it, I think, during peacetime, when 
there is some voluntary approach to the question of military service. 

Mr. Bares. It is always easier to get a higher rating in wartime 
than it is in peacetime. 

Mr. Harpy. A higher rating, yes; that is true. 

Mr. Bares. Or rank. 

Mr. Harpy. Well, that is just my point. You got a lot of people 
that are called on active duty during wartime that get paid a heap 
more on active duty than they could earn in private life, or at least 
they do earn in private life. You have all kinds of variations. 

Mr. Bares. Let’s not worry over this too much, Mr. Chairman. 

Mr. Harpy. I don’t think you can make any general application 
to that principle. 

Mr. Carnes. Captain Martineau, you all have repeatedly in your 
testimony said you know of no other system in industry or otherwise 
where the survivor benefits are not geared to the attained pay of 
the man. 

Captain Martineau. Where there is a flat benefit. 

Mr. Carnes. Yes, sir. Do you know of any other system in indus- 
try or otherwise where there is an element of compulsion for people 
to come in and serve, other than military ¢ 

Captain Martrngav. Well, certainly not to the same degree as in 
the military. But I—no; I don’t think so. 

Mr. Carnes. I think that makes the difference in the two points. 
This is a unique situation in the military 

Captain Marrineav. To a degree. 

Mr. Carnes. And you all have not fully acknowledged, in my opin- 
ion, that it is a unique situation because you have kept contrasting 
it with—“I know of no other situation” has been repeated many times, 
“where people in industry or otherwise, their survivors, were com- 
pensated other than in pay or rank.” So therefore I think that part 
of the reason for the reservation to compensate the military by pay 
of rank is that in none of these services of which you speak is there 
an element of compulsion to participate other than the military. 

Captain Martineau. I think we do, Mr. Carnes, recognize that 
there is a definite difference there and we do recognize the compulsory 
feature by recommending that there be a certain minimum payment. 

Mr. Carnes. All right, sir. That gets 

Captain Martineau. I don’t think that that relates or that prin- 
ciple should affect the survivor benefits of people who have long serv- 
ice. People that have 20 or 30 years should not be tide to the same 
benefit as a man in the first year of his service. 
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Mr. Carnes. All right, sir. That gets to my second question, then. 
In plans C-1 and C-2, the minimum benefit in each plan for a widow 
only is $100. The minimum benefit under one of the—under plan A, 
as was shown on your chart, for a widow could be $89 under your 
plan, 
~ Captain Marrrneav. That is correct. 

Mr. Carnes. Therefore, are the minimum benefits under plans C-1 
and C-2 more adequate than provided under plans A or B? 

Captain Marrrneav. I was just about to comment on the rates for 
widows, and certainly it is a favorable feature of plan C-1. But 
azain it is a flat benefit. 

Mr. Carnes. Yes, sir. 

Captain Martineau. The widow of a 30-year man gets exactly the 
same as the widow of a 1-day man. 

Mr. Carnes. All right. Suppose you proceed on. But you had 
mentioned that several times. 

Captain Martineau. That is my next subject, Mr. Chairman, the 
application of these rates, how they would apply in various cases. 

In the matter of a single widow, as we have been just stating, the 
plan C-1 would provide more adequate payment to a single widow. 
And they are at somewhat higher rates for the widows of enlisted and 
lower commissioned personnel than in plan A. 

For « widow with children, it provides lower rates than either pres- 
ent law or plan A, due of course to the elimination of social security. 
For application to children only——- 

Mr. C+rnes. However, in those cases where the widow is eligible 
for social security, there would be higher rates, would there not? If 
there were a combination in C—1 and C-2 of social security that a per- 
son had in their own right, there would be higher rates than plan A— 
uot C-2, because C-2 has the offset figure. But in C-1 there would 
perhaps be higher rates. 

Captain Hoyt. That is right. 

Captain Martrngav. C-2 would not be higher in any case than 
whers social security is applicable. 

Mr. Carnes. If the level of benefits in C-1 for a widow and 1 
child—if you add to those rates the social security benefits for a 
widow and 1 child, they would be higher than the rates advocated 
under plan A ? 

Captain Martrneav. Oh, very definitely. 

Mr. Carnes. All right, sir, fine. Proceed on, then. 

Captain Martrngav. In the matter of children only, where there 
is no widow, plan C-1 provides more adequate and more level pay- 
ments for one or more children over a long period. That is, after 
the termination of the 10-year free indemnity period under existing 
law, where they would be eligible to receive $92.90. And of course 
due to social security feature being eliminated, it is a level payment 
and there is no increase at age 65 for a widow. f 

Mr. Carnes. Nor is there any decrease when the child becomes— 
well, it would be a decrease when the child becomes 18, even under 
C-1 and C-2. 

Captain Martineau. As I have said, it is a more level payment. 

Mr. Carnes. Yes, sir. 

Captain Martineau. More adequate and more level for the widow. 

Mr. Carnes. All right. 





204 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


Captain Marrineav. There is a question in our minds regarding 
the matter of dependent parents, of just exactly how they would be 
treated in this bill, because it isn’t quite clear whether the dependent 
parents are provided for in addition to widows and children. But 
that is a point that can easily be cleared up. 

Under this plan the survivor benefits would not exceed the gross 
pay of any serviceman, as at present. And we have prepared a table, 
which I won't go into now unless the committee has questions, that has 
some illustrative ex amples comparing present law, plan A and C-1 
for cases of a widow, widow and two children, children only, a 
dependent parents. We have such a table. 

Mr. Harpy. The committee would like very much to have that table, 
to make it a part of the record here. 

Captain Marringav. We have taken certain typical cases and we 
have expressed it in terms of the benefits as a percentage of the gross 
pay of the serviceman at the time of his death. 

Well, that completes our comments on plan C-1, Mr. Chairman. 

Mr. Harpy. We oe do thank you, Captain Martineau. 

Mr. Carnes. He has C-2—— 

Captain Marrineav. And Admiral Grenfell, when you are ready, I 
will proceed with C-2 

Mr. Harpy. I appreciate your comments on plan C-1. 

In your usual characteristic fashion, you built it up step by step, 
so when you are ready to get down to the end, the committee pretty 
well understood _ at you didn’t like it. [Laughter.] 

Mr. Carnes. Captain Martineau, I do believe you were in error 
right in the conclusion there by saying under C-1 and under C-2 in 
no case would the benefits be higher than the gross pay of any man. 
That is possible where you have an enlisted man who has served a 
great many years under C-1. 

Captain Marrineav. I will change that. In most cases. 

Mr. Carnes. Isn’t that true, Captain ? 

Captain Hoyr. Yes, you are correct, Mr. Carnes. 

Mr. Carnes. All right, fine. 

Mr. Harpy. We cert: uinly do thank you, Captain Martineau. 

Admiral, are you going to take this plan C-2 for us, please, sir? 

Admiral Grenretu. Yes, sir. ; 

Mr. Chairman, is it my understanding that C-2 doesn’t provide for 
any death gratuity, or was that an oversight in the writeup of C-2? 

Mr. Carnes. There is no death eratuity. 

Admiral Grenre.y. No death gratuity. Of course that is the first 
(lisadvantage that we feel is important, no death gratuity. 

Second 

Mr. Carnes. There is no death gratuity in plan B. It has been 
absorbed in VA compensation. Do you likewise think that is a disad- 

vantage? [Chorus of “No.” ] 

Admiral Grenre.tt. We are talking about 6 months. 

Mr. Carnes. Oh, you are talking about the death gratuity. 

Admiral GRENFELL. Yes. 

Mr. Carnes. Pardon me, the death gratuity would be, it was merely 
an omission. 

Admiral Grenrecy. <All right. 

Mr. Carnes. I am sorry, Captain. That would be continued. 
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Admiral Grenrewn. First of all, the plan C-2 does not recognize 
either length of service or gross pay for the individual, as some of the 
other plans have. We have already explained that. 

Probably a good example would be the case, to bring that out—as I 
understand, under C-2, a widow of an E-1, let us say an enlisted man 
comes into the service as an E-1, and he has just recently married a 
widow with four children, and a has adopted them before he came 
in, and he dies the 2d day on service. His widow would get $325 a 
month, as I understand it, the same amount that a widow of an E-8, 
admiral or a general, if she was a widow and had 4 children, and it 
would be the same amount if he had been in for 35 years, the same 
amount, $325 to both of them. 

Mr. Carnes. That is correct. 

Admiral Grenrett. We don’t think this is 

Mr. Harpy. You would think, then, if plan C-2 was seriously con- 
sidered by the committee, it should be adjusted to provide some vari- 
ation for the pay scale? 

Admiral GrenFeti. Yes, sir. 

Mr. Carnes. Do you concur with Captain Martineau it would be 
extremely desirable if you could gear it to pay as well as longevity ? 

Admiral Grenrewt. I certainly “do; yes, sir. 

Mr. Carnes. All right. 

Admiral Grenre.y. It departs completely from the compensation 
principle and sets up instead a needs level. We feel it is discrimina- 
tory and introduces inequities. And as was pointed out by both Mr. 
Bland and Mr. Hughes, it singles out the various types of VA insur- 
ance and social security offset, while at the same time it allows other 
types of benefits to be additive. 

A postservice worker going into private industry for insurance 
loses his social-security and VA insurance. Postservice Government 
employees, however, retain other pensions such as civil service bene- 
fits and group insurance. Due to the offset, surviving widows of 
service personnel are never sure of the pension. 

It has been mentioned previously that there is one particular pay 
for each of the widows in a various categories, and they can look into 
a book and see what it is. I don’t think it was quite decided in previ- 
ous discussions as to how this would be administered; that is, the 
social-security part of it versus the Veterans’ Administration part 
of it. 

We have here the example of the widow with two children who is 
entitled to social security due to her husband’s prior or postservice 
employment. Let’s say she had a $200 equity in it. 

Under plan C-2 the initial value, a payment of $260 would require 
checking with the social security to find out about this amount that 
is due her, and the potential delay to straighten this out, straighten 
out the widow's status before either 1 or 2 checks could be gotten 
out to her. 

Mr. Carnes. Admiral, you paid the widow would have no assur- 
ance of her position under plan C-2. She would have the assurance 
that from some source she was going to get $260, would she not? 

Admiral GRENFELL. She wouldn’t know which and when, that is 
the point I am driving at, unless it was decided to send her one check. 
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Then we would have the administrative difficulty of Social Secu- 
rity writing a letter to VA, “We have $200 that we are paying this 
lady now,” and then the VA would say, “Then we can pay her $60,” 
and so forth. 

Mr. Carnes. Aside from the administrative burden, she would have 
the assurance of knowing under this plan or law she would be getting 
$260 per month. 

Admiral GrenreLt. That is correct, she would certainly know that. 

Mr. Harpy. You all can express these administrative difficulties in 
such a profuse fashion that it seems to me we are trying to complicate 
the administration of these things, just like this whole. program is 
complicated now. I would certainly think that we have people in 
these administrative agencies that are sufficiently familiar with ad- 
ministrative operations that they could simplify this business a little 
bit, instead of going through all of these gyrations we have had pre- 
sented here. 

Admiral GrenreLt. We would certainly hope that would be the case. 
I am pointing out in the case where you have VA and social-securi 
benefits, there has to be some administrative work carried out. I am 
taking the widow with two children. 

Mr. Harpy. There certainly would have to be administrative deter- 
mination. 

Mr. Carnes. Admiral, if it followed that the VA makes the only 
payment and Social Security reimburses VA, then they could start 

right off paying $260 a month and make the adjustment to Social Seeu- 
rity in a following period, couldn’t they ? 

Admiral Grenrety. But there has to be a lot of bookkeeping done 
on the side nonetheless. Because Social Security has to let the VA 
know when the widow’s first child becomes 18, the second child 18, 
whether she remarries, whether the child goes to school—all these 
things somebody must be notified of to keep the bookkeeping up. 

Mr. Carnes. That is all very true. But the VA would be paying 
that widow the $260 a month. 

Admiral Grenreti. That iscorrect. At the same time, the account- 
ing creates, we feel, quite an administrative workload. 

Mr. Carnes. Yes, sir. 

Admiral Grenrett. In looking it over hurriedly, we believe that it 
provides less than initial income for the widow than the current bene- 
fits do, and in any other plan except B. 

Mr. Carnes. Would you say that over a protracted period of time? 

Admiral GrenFrect. No, this is initial, for 10 years, sir. I am 
sorry. : 

Mr. Carnes. Yes, sir. 

Admiral Grenreti. All right. I have worked out another case. 
which I will submit, if you wish—the case of a widow and four depend- 
ent children, of an E-7. 

Plan C-2 provides the least initial benefit 3 in that particular case 
of any of the plans or the current system for the first 10 years. 

Mr. Carnes. What would be that benefit, Admiral, dollars-and- 
cents-wise ? 

Admiral Grenrett. I beg your pardon ? 

Mr. Carnes. Dollars-and-cents-wise, what would that be? 

Admiral GrenFre.tt. Would you like me to read them? Plan A? 
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Mr. Carnes. Yes. 

Admiral Grenreti. Plan A, $490. 

Mr. Carnes. All right, sir. 

Admiral GrenFeLu. Plan B, $400. 

Mr. Carnes. All right, sir. 

Admiral Grenretu. Plan C-1, $360. 

Mr. Carnes. All right, sir. 

Admiral GrenFrett. Plan C—2, $325, and the current program $371. 

Mr. Carnes. Yes, sir. All right, sir. But even under any of those 
4 programs, even a widow with 3 children would perhaps not be 
subjected to any real hardships as the chairman has stated this after- 
noon, under any of the 4 programs. 

Admiral Grenre... The widow of the O-7? 

Mr. Carnes. Yes, sir, with four children. 

Admiral Grenre.tn. This would depend on many other things, too; 
yes, sir. 

Mr. Carnes. All right, sir. 

Admiral Grenreiy. I don’t think I would say that it wouldn’t pro- 
vide any hardships entirely, because that will depend a lot upon the 
estate of the individual himself, whether he has a heavy insurance 
program or whether he has a home or whether he is greatly in debt. 
I can name you a lot of O-7’s that are greatly in debt today. 

Mr. Harpy. Of course with some people hardship consists of differ- 
ent things. It may not depend on the station in life. But I am think- 
ing more in terms of the physical hardships. 

Admiral Grenretu. Yes, sir. 

Mr. Harpy. And I would like to ask you right here if you consider 
that there should be a minimum benefit to survivors that is more 
nearly realistic than the present $87 that widows get under certain 
conditions ? 

Mr. Carnes. Or even the $89 that is proposed under plan A, which 
apparently you all are supporting. 

Admiral Grenreti. Well, we would certainly consider a change 
in that one, Mr. Chairman, any day in the week, sir. We appreciate 
the fact that this $89 or $87 is too little. We feel that approaching up 
to the mark that Captain Martineau mentioned in our first day of pre- 
sentation—the minimum given to us by the Department of Labor, I 
believe—$162 for the widow, is much more realistic as a minimum. 

Mr. Harpy. You feel—you do feel, then, that there should be some 
minimum total benefits available 

Mr. Carnes. Guaranteed. 

Mr. Harpy. That would be guaranteed to the beneficiaries? 

Admiral Grenrett. Yes, sir; Ido. I certainly do. 

Mr. Harpy. All right, fine. 

Admiral Grenrett. This plan of course as previolsly mentioned I 
believe provides for nonindemnity and therefore eliminates the right 
of a beneficiary election. No social security is provided for. 

Finally, it penalizes a man who pays s veterans insurance premiums 
or social-security taxes in that his survivors would get no more than 
the widow of a nonparticipant in the Government insurance or social- 
security programs, 

Mr. Carnes. Admiral, when you said this provides for no social 
security, in order to keep the simplicity that has been advocated, it is 
true this plan provides no social security, no freeze or anything. 
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Admiral Grenre.y. That is right. 

Mr. Carnes. If a man had 3 years of prior coverage before coming 
into the service under social security and stays in the service 3 years, 
vnd during that 3 years, beginning with the fourth year, he has 
dissipated all of his prior coverage; is that not correct ? 

Admiral Grenre.u. I don’t know. 

Captain Horr. No. If he has 3 years coverage he could stay in 
the service for 6 years before he lost it completely. 

Mr. Carnes. Yes, sir. But if he did stay—Mr. Myers, is that 
incorrect? You are shaking your head there. 

Captain Hoyvr. It is roughly right, isn’t it, Robert ? 

Mr. Myers. If a man has had 3 years of OASI coverage and then 
he comes into military service, assuming that he is beyond age 21 

Mr. Carnes. Yes, sir. 

Mr. Myers. When he had his OAST coverage, then he would just 
be covered for 3 more years. He would just be protected for 3 years 
in the military service. 

Mr. Carnes. That is right. 

Mr. Myers. At the end of that time, as you stated, you wouldn’t 
have any OAST insured status. 

Mr. Carnes. That was the point I was trying to make. Under 
plan 2, if the man stayed 3 years of coverage and stayed in OASI 
for 3 years, he would lose his insured status, except for the fact that 
he is automatically covered for a 2-year period. This draft doesn’t 
even provide for the 2-year period. Because plan C-2 was designed 
to be simple, to try and show—when you try to overcome these inequi- 
ties is when you put in the gimmicks which make these things complex. 

Mr. Bares. How was that additional 3 years computed, Mr. Myers? 

Mr. Carnes. On a diminishing basis or not? 

Mr. Myers. A person has to have one-quarter of coverage for every 
two-quarters that he lapsed, and the first 3 years that he had on OASI 
coverage would be 3 years of the period. Then he could have 3 more 
years during which he would be covered because he would have 3 
out of those 6 years. Following the conclusion of those 6 years, he 
would no longer have half. It would be a little bit less than half. 

Mr. Carnes. But if he died at the end of the second or third year of 
military service, wouldn't his benefits be diminished ? 

Mr. Myers. The benefits would be diminished in amount but there 
would still be some survivor benefits payable. 

Mr. Carnes. Yes. 

Mr. Myers. But, as you stated, Mr. Carnes, originally, if he died 
after the 5-year extension period during which he is still insured, then 
there would be no insured status at all and no benefits. 

Mr. Carnes. Mr. Bates, does that answer your question ? 

All right, Admiral Grenfell, will you proceed on, please, sir. 

Admiral GrenreLt. Now, a word about the advantages, as we saw 
them. 

The major advantage, we feel, is the increase in income for the 
widow, particularly after the 10-year period, the fact that she gets 
$150 the rest of her life, which we feel is very advantageous, sir. The 
widow does know easily, she can find out easily, the full amount that 
she is going to get from this plan. 

Mr. Carnes. But there is no doubt she will always be guaranteed 
$150? 
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Admiral Grenrett. As I see it. 

Mr. Carnes. Yes, sir. 

Admiral Grenrety. And finally, there is a certain amount of uni- 
formity to it. They all get the same, which has an advantage to some 
degree. 

Mr. Carnes. I thought you objected to uniformity. 

Admiral GrenFreLy. I meant by that there is a uniformity in the 
payments—one payment. Nothing to do with longevity. 

Mr. Carnes. Yes, sir. 

Admiral Grenrety. That is all I have to say on C-2, sir. 

Mr. Harpy. Do you have any questions, Mr. Bates ¢ 

Mr. Bares. No. 

Mr. Harpy. Anything further, Steve? 

Mr. Carnes. No, sir. 

Mr. Chairman, we had hoped this afternoon we might be able to get 
a brief comment from the Coast and Geodetic Survey and the Public 
Health Service as to how they stand on this whole matter. 

However, tomorrow afternoon I know that the schedule is complete- 
ly consumed. So we will have to take that over until Wednesday, if 
that is agreeable with you. 

Mr. Harpy. All right. 

Mr. Barres. What is up tomorrow ? 

Mr. Carnes. Tomorrow afternoon Mr. Charles I. Schottland, Ad- 
ministrator for Social Security, will appear with Mr. David and Mr. 
Myers. 

Mr. Harpy. Well, gentlemen, I thank you all for your efforts on 
this matter. 

The committee will stand adjourned until 2 o’clock tomorrow after- 
noon. 

(Whereupon, at 4:50 p. m., the committee adjourned until 2 p. m., 
Tuesday, April 26, 1955.) 
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TUESDAY, APRIL 26, 1955 


House oF REPRESENTATIVES, 
Setect CoMMITTEE ON Survivors’ BENEFITS, 
Washington, D. C. 

The committee met at 2:10 p. m., Hon. Porter Hardy, Jr., chair- 
man, presiding. 

Mr. Harpy. Let the committee come to order. 

We are glad to have today a representative of the Department of 
Health, Education, and Welfare, who will discuss certain aspects 
of this subject that we have had under consideration. 

Mr. Schottland, you have a statement, I believe, to submit ? 

Mr. ScuorrLtanp. That is correct. 


STATEMENT OF CHARLES -I. SCHOTTLAND, COMMISSIONER OF 
SOCIAL SECURITY; ACCOMPANIED BY ROBERT J. MYERS, CHIEF 
ACTUARY, SOCIAL SECURITY ADMINISTRATION; ALVIN M. 
DAVID, ASSISTANT DIRECTOR IN CHARGE OF DIVISION OF PRO- 
GRAM ANALYSIS, BUREAU OF OLD-AGE AND SURVIVORS INSUR- 
ANCE, SOCIAL SECURITY ADMINISTRATION; AND WILBUR J. 
COHEN, DIRECTOR OF RESEARCH, SOCIAL SECURITY ADMINIS- 
TRATION, DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Harpy. And if you would like to have some of your other 
folks come up with you, they may. 

You may proceed with your statement and give any amount of it 
that you prefer. 

Mr. Scuorrtanp. Mr, Chairman and members of the committee, 
| appreciate the privilege of being here. I am Charles I. Schott- 
land, Commissioner of Social Security, Department of Health, Educa- 
tion, and Welfare. Secretary Hobby has followed with keen interest 
the work of this select committee and regrets that she is unable to 
be here today. She has asked me to testify on her behalf and to 
say to you that we in the Department are conscious of the difficulty 
of the problems which this committee has tackled so vigorously and 
conscientiously in its efforts to develop and improve the structure of 
survivors’ benefits for members and former members of the Armed 
Forces. 
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THE NATURE OF THE OASI PROGRAM 


Since one of the major proposals under consideration is the exten- 
sion of old-age and survivors insurance coverage to members of the 
Armed Forces, | would like to comment briefly on some of the basic 
principles of the OASI program. 

OASI is a social-insurance program under which wage earners 
and self-employed people contribute to a fund during their working 
years to provide income for themselves and their dependents or sur- 
\ivors when old age or death euts off the usual income from work. 

Nine out of ten people in gainful employment are now covered 
under the program. OAST is entirely Set aaiiporting—it is financed 
hy the contributions of covered workers and their employers and of 
persons engaged in covered self-employment. OASI benefits are 
paid only in the case of persons who have been engaged for a specified 
period in employment or self-employment that is covered by the law. 

The amount of an individual’s OAST benefits and the amount of 
his contributions are related to the level of his covered earnings. 
‘There is no investigation of an individual's needs or financial resources 
as a condition to the payment of benefits. The only condition to the 
continued receipt of benefits is that the beneficiary must not be sub- 
stantially engaged in gainful employment. Because there is no needs 
test and because each individual contributes toward his own security, 
OASI is not a welfare program in the sense that public assistance 
and private charity are usually considered to be welfare programs. 

One of the primary functions of OAST is to provide a foundation 
of basic protection upon which various forms of supplemental pro- 
tection can be built. OAST benefits are not high enough to preclude 
the need for supplementation. The moderate level cf basic protec- 
tion under OAST lends itself to the development of various forms 
of supplementary protection designed to provide a sufficient total 
of retirement or survivor income. 

In the years since OASIT was established there has been a remark- 
able increase in private life insurance protection, in individual sav- 
ings of various kinds, and in the number of private pension plans 
‘n industry, commerce, and other areas of employment. 


THE IMPORTANCE OF CONTINUED OASI COVERAGE IN SPITE OF JOB CHANGES 


In our economy workers are continually shifting from job to job 
and from one kind of employment to another. Now that OASI 
applies to almost all kinds of work, these workers who shift their em- 
ployment can nearly always retain their basic protection under OASI. 
The worker who makes a career with one employer can also qualify, 
in many instances, for supplemental benefits afforded by the employer's 
special pension system. Some 15 million workers now have coverage 
under both OASIT and one of these special plans. 

Under the situation we have today in the Armed Forces, during the 
course of each year about 1 million individuals either enter or leave 
military service. Many of the new entrants come from jobs covered 
under OAST; most of those who leave will soon go into work that is 
covered under the program and will remain there for the rest of their 
work lifetime. 
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Most of the young men who leave the service for civilian careers 
will work until retirement age; about 3 out of every 10 will die before 
reaching retirement age. In either case, if the young man who enters 
military service in the future ends up with a gap in his OAST earnings 
record because his military service was not covered by OAST, his bene- 
fits or the benefits payable to his survivors may be impaired. 

In some instances this gap in OASIT protection will not greatly 
reduce the amount of the ultimate OASI benefit. In other instances, 
the gap will mean a complete loss of benefits for survivors. In most 

cases, however, if the veteran has received no permanent OASI credit 

for his period of military service, he is going to be at a disadvantage 
under OASI compared with the individual who has been in covered 
employment during that period. 

These possible gaps in OASI protection are not the only deficiency 
inherent in any structure of survivor protection for the Armed Forces 
that does not include OASI coverage. If OASI is not part of the 
structure there will inevitably be numerous inequities in the benefit 
amounts that veterans and their survivors will receive. 

Some servicemen and veterans will have established benefit rights 
under OASI through employment in industry and will be eligible for 
OASI plus veterans benefits; others will receive only the benefits pro- 
vided under the veterans’ laws. 

Inequities will occur in both survivor and retirement benefits, and 
in benefits for career and noncareer personnel. If OAST is included in 
the overall structure, all other benefits can be set in the knowledge 
that an OAST benefit will also be payable. In our opinion, if OASI 
is not included, it will be difficult—if not impossible—to have a ra- 
tional and equitable system of benefits for all members of the Armed 
Forces. 

This select committee is, of course, interested primarily in the sur- 
vivor provisions of the OASI program. Extending OAST coverage 
to military personnel would provide a basic level of survivor benefits 
not only for the families of servicemen who die on active duty but 
also for the families of the 3 out of 10 veterans who will die after leav- 
ing service and before reaching retirement age. 

This is an important consideration, but we ‘ought not to overlook an 
equally important advantage which stems from the retirement benefits 
of the OASI program. By giving servicemen OAST coverage, the 
(rovernment can fulfill, at a moder: ate cost, an important obligation 
that it owes to noncareer servicemen in its capacity as an employer— 
the obligation to provide some retirement credit for periods of military 
service, 

The uniformed services retirement system is designed to promote 

career service and thus is extremely valuable ; it would not be appro- 

priate to give credit to noncareer servicemen under the service retire- 
ment system since to do so might impair the value of the system as an 
incentive to career service. 

It would seem that the service retirement system, like staff retire- 
tuent systems in private industry, should continue to reward career 
servicemen with a higher level of benefits than that provided for short- 
service personnel. Nevertheless, only about 3 of every 100 persons who 


enter military service remain long enough to qualify under the service 
retirement system. 
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If OASI coverage is not provided for servicemen, the Government 


places itself in the position of not giving any retirement credit to 97 


out of every 100 servicemen for their period of military service. The 
Department of Health, Education, and Welfare believes that the Gov- 
ernment should acknowledge the responsibility it has as an employer 
to provide some retirement credit for all members of its Armed 
Forces—a responsibility that the Government requires almost all other 
employers to assume with regard to their employees. 

It was, I believe, with these considerations in mind that President 
Eisenhower, in his state of the Union message to the Congress, recom- 
mended that “full contributory coverage under old-age and survivors 
insurance should be made available to all Federal personnel, just as in 
private industry.” With regard to the Armed Forces, the President 
asserted that “The protection of the old-age and survivors insurance 
system would be an important and long-needed addition, especially to 
their present unequal and inadequate survivorship protection.” 

In the opinion of the Department of Health, Rice and Wel- 
fare, there is no doubt that the extension of contributory OASI cov- 
erage to military service would give full value received to the Govern- 
ment. The members of the Armed Forces, as a group, would also 
receive full value in retirement and survivor protection for the con- 
tributions they would pay. 

Based on our experience in administering the OASI program, I do 
not anticipate any strong objections to contributory OASI coverage 
from the servicemen. Although servicemen in the lowest pay grades 
will have to make a fairly high contribution compared to their cash 
pay, I am not at all sure that this group of servicemen will be at a 
disadvantage in this respect as compared with civilian employees 
whose gross pay is in the neighborhood of $200 a month. 

I doubt that a civilian employee at that pay level has $80 in cash 
after paying for his room, board, and other living expenses. Certainly, 
if we look at the value of the protection which will extend over the 
whole period of their lifetime, there is no question that this group of 
servicemen and their dependents are going to get full value for their 
contributions. Wages in kind are included for purposes of OASI 
contributions and benefits in private industry and we have heard of no 
objections from workers in hotels and restaurants where such wages 
are a substantial part of total pay. 

In domestic employment, where only cash wages are counted, some 
workers have urged that their wages in kind be included under OASI. 


ALTERNATIVES TO CONTRIBUTORY OASI COVERAGE 


The Department of Health, Education, and Welfare has given seri- 
ous study to proposals to give OASI credit for military service on some 
basis other than contributory OASI coverage. Although some of 
these proposals might be adequate if they are considered as stopgap 
measures they have major disadvantages when viewed as possible 
permanent arrangements. For example, the flat wage-credit provision 
in the present law would not be satisfactory as a permanent plan. One 
objection is that the flat credit approach fails to relate the service- 
man’s OASI credit and contributions to his pay. 

Moreover, difficulty would be encountered in determining the proper 
level of a flat wage credit; the present $160 is far too low to be realistic 
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for even the lowest pay grade; the maximum credit of $350 a month 
would be too high to represent service in most of the enlisted pay 
grades. 
7 Any intermediate flat wage-credit amount would prevent officers and 
men in the highest enlisted grades from obtaining maximum OASI 
credit, although the same rate of pay in civilian life would result in 
maximum credit. In addition, the plan would probably be costly to 
the Government since a flat wage-credit plan providing anything in 
excess of a minimum credit would probably have to be noncontributory 
and the Government would therefore have to bear the entire cost. — 
Another major alternative to contributory OASI coverage which 
has received careful study is the proposal to freeze a man’s OASI 
status from the time he enters military service until he leaves. The 
chief objections to this proposal stem from the fact that it offers a 
completely negative approach—the serviceman would be prevented 
from building up any OASI credit during his period of military serv- 
ice. It follows that this proposal, instead of correcting the present in- 
equities, would perpetuate heath and might, in some cases, aggravate 
them. A man who enters service with insured status under OASI 
would have this status protected ; another man who might be within a 
few days of acquiring insured status at the time he is inducted into 
the service, would be arbitrarily cut off from the opportunity to estab- 
lish his rights to OASI protection. I am afraid that it would be diffi- 
cult to explain this kind of an arrangement to the servicemen, or at 


least to get them to accept it as being an equitable arrangement. 
There would also be other bad situations inherent in a benefit struc- 
ture involving a freeze under which either the principal veteran’s bene- 


fit would be reduced by any OASI benefit payable or the veteran’s sur- 
vivors would choose between OASI and the veteran’s benefit. Such a 
provision would mean that a family eligible for OASI benefits would 
either receive smaller veterans compensation than would be paid in 
other cases or would, in effect, be denied all, or part of, the OAST bene- 
fit which the veteran had earned in employment in private industry. 

The Department of Health, Education, and Welfare would very 
strongly oppose an option not only because of the confusion and ad- 
verse public relations that would result, but because we believe that the 
basic protection afforded by OASI should not be taken away or re- 
duced because of other benefits. Moreover, we would not favor any 
provision which required the principal veteran’s benefit to be reduced 
on account of an OASIT benefit—a benefit based not on a Government. 
contribution but rather on the contributions made by the veteran and 
his employers in private industry. i‘ 

The Department of Health, Education, and Welfare also believes 
that from the standpoint of the Govérnment a freeze of OASI insured 
status and benefit amount for the period of military service would be 
very expensive. We estimate that the Government’s proportionate 
share of the cost of benefits arising from such a freeze would be about 
5590 million a year, assuming an Armed Forces strength of 3.2 million. 

Moreover, because of the various shortcomings in the protection that 
freeze arrangement would provide—for example, the shortcoming 
that a veteran might be left without adequate OASI protection for 
some years after his release from service— there would undoubtedly 


have to be special OASI provisions in order to remedy such short- 
comings, : 
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The final result would be an expensive arrangement of complicated 
special provisions—one that would not be satisfactory from the stand- 
point of correcting the inequities that now exist. 

The Department of Health, Education, and Welfare would strongly 
oppose any provision for OASI credit for military service which does 
not include assurance of reimbursement of the Federal OAST trust 
fund for the cost of the benefits provided. It is most unfair that the 
cost of a special benefit for servicemen should be borne by the con- 
tributors to the trust fund and that the cost of such a benefit should be 
met through a flat percentage payroll tax. 

Such a tax bears most heavily on those with low income, and, though 
satisfactory for meeting the cost of benefits to the contributors, cannot 
be justified as a means of meeting the costs of other Government pay- 
ments. 

Moreover, this Department believes that under a plan for giving 
OASI credit for military service the Government should pay its pro- 
portionate share of the cost, not merely the cost of the additional 
benefits paid by reason of such credit. 

As the predecessor select committee was advised in Secretary Hob- 
by’s letter of December 15, 1954, the Department urges that provision 
be made for reimbursement of the trust fund for the cost of the existing 
military service credit provisions. I would like to emphasize, however, 
that the basis proposed for settlement of the existing obligation of the 
Government with respect to credits already granted for military serv- 
ice would not be an acceptable basis for reimbursement under any 
future plan. 

Before concluding, I would like to speak briefly to a point that has 
been raised concerning the timing of an extension of OASI coverage 
to the Armed Forces—namelvy, that the extension of coverage to mili- 
tary personnel should wait rpon consideration by the Congress of the 
question of OASIT coverage for th’ Government’s civilian personnel. 

While the Department of Health, Fdneation, and Welfare believes 
that. extension of OASI coverage to both groups is urgently needed, 
we believe that the problems involved are quite different and by no 
means require simultaneous solutions. OASI coverage for military 
personnel is part of a package which includes various other benefits for 
servicemen and former servicemen. 

OASI coverage for civilian personnel would be part of a completely 
separate package which would include adjustments in some of the 
benefits provided solely for civilian employees of the Government. 
The Kaplan committee, which gave considerable study to the problems 
in the civilian area, felt strongly that legislation dealing with the rela- 
tionship between the Federal civil-service retirement system and OASI 
should be entirely separate from‘legislation relating to military per- 
sonnel. 

Civilian and military personnel were treated by that committee in 
separate reports and several of the major policy recommendations 
clearly recognized basic distinctions between the two groups. 

To summarize the position of the Department of Health, Education, 
and Welfare regarding the proposals under consideration by this select 
committee, we recommended that any plan adopted by the committee 
include contributory OASI coverage. 

We believe that OASI, together with assured supplementary bene- 
fits, will provide the basic elements of a rational structure of survivor 
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benefits. Under this approach, there would be considerable simplifi- 
cation of present provisions. 

Benefit rights under regular OASI coverage would be easier for 
servicemen and their dependents to understand than the restricted 
benefits that are sometimes granted and sometimes withheld under 
existing provisions. 

The OASI coverage can be economically administered by the service 
departments and by OASI under existing facilities. By placing mili- 
tary personnel under contributory OASI coverage the causes of many 
present inequities in benefit amounts can be removed, and the Govern- 
ment will assume the responsibility it has as an employer of assuring 
continuity of basic OASI protection to its servicemen. 

Mr. Harpy. Mr. Schottland, the committee is grateful to you for 
this discussion. There are 2 or 3 questions that come to my mind, in 
connection with your comment. With respect to the more or less uni- 
versaility of social-security coverage, in the early part of your re- 
marks, you said 9 out of 10 people in gainful employment are now 
covered under this program, and then you go ahead and recommend 
coverage of the armed services. 

You are going to classify service in the military as gainful 
employment ¢ 

Mr. Scuorrianp. I don’t think we have to say gainful employment. 
They are in service and they receive pay therefor. 

Mr. Harpy. That is their source of livelihood, but it is certainly 
uneconomic employment. 

Mr. Scuorrianp. I think it can be considered for our purposes of 
Social Security, 1 think it can be considered employment. It might 
be a little forced employment, but it is employment. 

Mr. Harpy. Has Social Security made any study of the death rate, 
the retirement rate, for the military, as compared to the total civilian 
occupations? In other words, what would be the effect on the social- 
security system, of making the social-security program applicable to 
all of the military ¢ 

Mr. Scuorrianp. We do have studies on this problem. What the 
cost would be would depend upon the kind of system which the Con- 
gress would adopt. Now, the figures, I think, have been given to you 
with reference to the various plans under discussion. I would be 
very glad to repeat those or go into it, if you have specific questions 
on it. 

Mr. Harpy. In terms of social-security coverage under plan A, 
would the military under that kind of plan carry its full share of the 
load in the social-security system, or would it be subsidized by civilian 
occupations ? 

Mr. Scuorrianp. No, it would not be subsidized. It would carry its 
full share of the load. There would be no funds coming in anyway 
from general revenues, or the general fund. 

Mr. Harpy. I wasn’t talking about general revenues. I was merely 
talking about a comparison of the claim liabilities coming out of the 
members of the military, as compared to the civilian groups with so- 
clal-security coverage. 

Mr. Scnorrnanp. Under plat A, the military establishment would 
carry its appropriate share of the cost of OASI in the same way that 
persons outside of the military establishment would. 

Mr. Teague. It would carry more than its share. 


65018—55——15 
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Mr. Harpy. That would assume that the retirement claims and the 
survivorship claims would be proportionately equal as between em- 
ployment in the military and employment in civilian pursuits. 

Mr. Scuorrianp. That generally is correct, yes. 

Mr. Harpy. You are assuming peacetime conditions. 

Mr. Scuorrianp. Yes, we are assuming peacetime conditions. 

Mr. Harpy. Have you made an adjustment for wartime conditions / 

Mr. Scuorrianp. If we get into wartime conditions, many persons 
now covered under OASI in civilian pursuits will be in the armed 
forces, including some of the rest of us, 1 guess, and therefore we would 
face that with reference to the entire OASI fund. 

Mr. Harpy. You do not anticipate that under this approach as 
recommended in plan A, the military would be carrying, or would in 
effect be subsidizing civilian employment ¢ 

Mr. Scuorrtann. Wo don’t believe it would. 

Mr. Harpy. Then the claims arising from military service would 
be no different from claims arising from civilian employment ? 

Mr. Scuorr.anp. That is correct. 

Mr. Harpy. Notwithstanding the fact that you do have the hazards 
of war involved, and as an offset, perhaps, you have a rather high, 
rigid physical requirement in the military which is not applicable to 
civilian applications ? 

Mr. Scuorrianp. We think there will be a balance between the high 
level of physical fitness of persons in the armed services and the haz- 
ards, even in peacetime military service occurring because of the prob- 
lems inherent in military service. 

We think that they balance each other so that there should be no 
essential difference during peacetime in the hazards of civilians as 
against hazards of those in the armed forces. 

Mr. Harpy. That, of course, would include a more or less local 
assumption that because of the high standards of health required of 
the military, they would be on your retirement rolls longer ¢ 

Mr. Scuorrianp. Physical factors would enter between a boy of 18 
and a man of 65 to probably wash out that. 1 don’t think there is any 
direct correlation. We don’t think it is substantial enough to change 
the actuarial basis of our calculations. 

Mr. Harpy. General MacArthur says old soldiers just fade away, so 
he intends to stay on the retirement rolls for a long time, but you don’t 
think that would be generally applicable? 

Mr. Scuorrnanp. We don’t think so. Of course, I have a lot of 
military people at my back, here, which might put me in a bad position. 

Mr. Harpy. Mr. Teague. 

Mr. Treacur. Mr. Schottland, when this committee first started one 
of our first questions was, “Does social security intend to cover every 
one in the United States?” I think certainly your statement has an- 
swered that question. 

At page 4 of your testimony you say that only about 3 of every 100: 
persons who enter military service remain long enough to qualify under 
the service retirement system. What do you mean by that? 

Mr. Scnorrianp. I mean that in order to qualify under the service 
retirement system you need a number of years. Twenty years is the 
basic number of years, and only 3 out of 100 reach that. 

Mr. Tracur. You imply by that that that is the only benefit the 
Government provides for a man who goes in the service ¢ 
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Mr. Scuorrianp. No, I said service retirement system. 

Mr. Tracur. No, but you imply by that one statement, and nothing 
else, that that is the only benefit a man gets by going into the service. 

Mr. Scuorrnanp. I didn’t mean to. I was limiting my remarks to 
the veterans retirement system. 

Mr. Teacur. You are familiar with the veterans’ compensation 
system ¢ 

Mr. Scuorrianpb. Yes. 

Mr. Treacur. Are you familiar with the people who are receiving 
compensation / 

Mr. Scuorrianpb. I don’t have that here. 

Mr. Teacur. Do you know the amount of money paid out in such 
compensation ¢ 

Mr. Scuortianp. I don’t have it at my fingertips. 

Mr. Tracur. Do you have any idea? I think it is something like 
43,750 million or something like that. 

When you put in your statement that only three out of a hundred— 
and reply that is the only benefit they get, I don’t think you begin to 
tell the whole story, and I think you ought to put it all in there. 

Mr. Scuorrianp. I didn’t mean to indicate that. 

Mr. Tracur. That is the only statement you make, in your state- 
ment. You say 3 out of 100 reach retirement. By that you imply 
that is the only benefit a man gets out of going into the service where 
truthfully we have a compensation program that comes close to cover- 
ing all of them with income limitations. Is that true? 

Mr. Scuorrianp. That is right, but I was testifying on retirement, 
and that is why I limited my remarks to that. 

Mr. Kitpay. Is it proper to permit the social-security benefits to 


ee retirement or survivors’ benefits, rather than integrated ? 
nw 


Mr. Scuorruanp. I think you can do it either way. The general 
trend now in industry in the later pension plans is to integrate the 
systems as providing OASI as the basic floor and providing a pension 
system over and above OASI depending on the needs of the industry, 
and what attraction they want it to have for recruitment or for reten- 
tion of employees. It is our feeling that since 9 out of 10 persons are 
covered by OASI the soundest system would be to use this as the 
floor for all people including military personnel, and then let the extra 
veterans’ survivors and military pensions be on top of that. 

Mr. Kitpay. Not in the full amount ? 

Mr. Scuorrianp. No. 

Mr. Kinpay. It would be an integrated program ¢ 

Mr. Scuorrnanp. We are not passing judgment on that. That is 
the problem of the committee. 

Mr. Harpy. If the gentleman will yield, I was just about to inquire 
as to whether you contemplated that there should be a general reduc- 
tion in the military retirement ? 

Mr. Scuorrtanp. No. We do not believe there should be. 

Mr. Kizpay. Then social security you say would be the floor, so you 
would get full social-security benefits based upon the amount paid in, 
plus full military benefits? 

Mr. Scuorrianp. I think when you say full military benefits, I 
am not sure what you mean. If you mean a person retiring from 
military service who now gets $200 a month, and is entitled roughly 
to $100 a month from OASI, if you say do we believe he should get 
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$300, no, we are not saying that. We think the amount above OASI 
is a problem that has to be determined with regard to the needs of 
the Armed Forces, the incentives to career personnel, but we do not 
believe that you have to add the present total benefits to the present 
total OASI benefits. However, you might do it. 

Mr. Kixpay. I understand, you could do it either way; but which 
would be the proper way ? 

In other words, in industry there is an integration. It is done by 
collective-bargaining agreement, or wherever the arrangement comes 
up. 
ol ScuorrtanpD. Some of them. Some of them are over and above 

I. 

Mr. Kitpay. I believe you stated the later ones; now that they have 
become more accustomed to dealing with it they integrate rather than 
pyramid. 

Mr. Scuorrianp. This is the primary function of the military serv- 
ices, but the military, in comparison to the newer industrial pension 
plans, military retirement benefits are pretty low. 

Mr. Kirpay. Military retirement benefits, compared to the most 
modern industrial retirement, the military is lower; is that correct? 

Mr. Scnorrianp. I say that is not a departmental position. That 
is a personal position. 

Mr. Kirpay. What I am getting at is, if the practical situation of 
first covering the military in the social security, rather than the re- 
verse, or both of them at the same time—similarly, it is not my position 
that military benefits are totally noncontributory, but that is the idea 
that is so well ingrained with people in general and employees par- 
ticularly, and in the Congress rather generally. Whether as a prac- 
tical proposition we could grant social security benefits, pyramided 
upon what is regarded as being a noncontributory retirement system, 
before we do anything toward granting social security benefits to those 
admittedly on a contributory system, that is the practical situation 
that I think confronts us here and I don’t believe that you can grant 
additional social security benefits to the noncontributory portion of 
our employees before something very definite has been done with refer- 
ence to the contributory employees. 

a recognize that as a practical situation, if we are going to pass 
a bill? 

Mr. Scuorrianp. Yes; I do recognize it, but I do think that you 
cannot take all of these things as a complete package, and I think 
that the military situation is a rather separate and distinct situa- 
tion, and can be packaged together, without reference to persons 
outside the military service. 

Mr. Kirpay. Since the President’s position in his message on the 
state of the Union is that he favors the overall program of the Federal 
Government as an employer of civilians and soldiers, that they all be 
included. It is not indicated that they should be separate, although 
you say the Kaplan committee did, 

Mr. Carnes. Do you understand the philosophy behind the Kaplan 
committee’s recommendations that the social security benefits be ade- 
quate for the military, but there be an offset essentially for the civilian 
personnel? The civil service employees? Do you understand the 
philosophy that underlies that decision? If so, I think it would be 
very helpful if you would explain it to the committee. 
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Mr. Scuorrianp. I don’t wish to take any responsibility for the 
philosophy of the Kaplan committee, but it is my understanding that 
they just considered the military benfiets too small, and that is the 
basis upon which they made that recommendation. 

Mr. Carnes. Do they consider the civil service retirement benefits 
adequate, then ? 

r. ScHorrLanp. They did consider them adequate, if they were 
integrated with OASI. 

In accordance with our recommendations, they did consider them 
adequate. 

Mr. Carnes. They felt that the military benefits were so low that 
the social security benefits should be fully additive, and there was no 
room for integration ¢ 

Mr. Scuorrianp. That is our understanding; yes. 

Mr. Carnes. Do you concur in that view ¢ 

Mr. Scuorrianp. It is extremely difficult for me to have a personal 
ger > on this because I am not too familiar with the whole military 
venefit situation. Our official position is incorporated in plan A. We 
feel that there has to be a relationship between the two and how much 
is additive is a question of what the problem of the armed services 
is in making military service for career personnel attractive, and in 
line with benefits paid in other Government employment and private 
industry. 

Mr. Harpy. You can appreciate the difficulty the committee finds 
itself in, on that kind of explanation. I can appreciate the fact that 
you have an official position to live up to, but, on the other hand, cer- 
tainly you must have had some personal opinions that went into that 
official position. 

We have had so much of this business of supporting an official posi- 
tion without being able to find a basis upon which it was justified, that 
I get lost sometimes in trying to figure these things out. 

Mr. Scuorrianp. If you have a completely additive situation— 
that is adding OASI to present military benefits, you do not have a 
total benefit which is out of line with the newer benefit systems in 
private industry. 

Mr. Carnes. Mr. Chairman, I would like to ask Mr. Kilday a ques- 
tion, with your permission. 

Mr. Kilday, was it your impression that the services felt that the 
military retirement benefits at this time were totally inadequate, prior 
to the consideration of social security ? 

Mr. Kirpay. I don’t know what their position may have been. [ 
have definite ideas of my own about it that I expressed at the time we 
had the pay bill on the floor. I think a great deal of the difficulty in 
holding a career person at this time is that they were not confronted— 
back in the early twenties, perhaps, or at any time up to social secur- 
ity—with the fact that they were the only ones with an adequate re- 
tirement system. They were the only ones with health or medical at- 
tention available for themselves and their dependents; whereas, now, 
you have group policies. The others have acquired not so much what 
they have lost but the comparison with others, because since social 
security these contracts have come along, and there has been group 


insurance, life insurance, health insurance, hospital insurance, anl 
so on. 
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I think by comparison now with what the military has, compared 
with what they had shortly after World War I, the days when Bisen 
hower stayed as a major for 16 years without promotion—stayed there 
with the tremendous ability he has, Bradley, likewize—they kept him 
without promotion, without increase in pay, and they stayed on for 
16 years, but in those days he had things civilians didn’t ‘have. 

So I think there is something supplementary necessary for the 
military. 

However, my questions had to do with the practical situation of the 
legislator, here, as to what we can pass through the House, knowing 
there is very strong resentment on the part of many people toward 
the idea that military retirement is not contributory. 

I think it is because under the Hook Commission scales we reduc 
it 60 percent on the theory it was not contributory. It is, in fact, : 
contributory system, but that is not the attitude of the people bare. 
If we come along and grant social security, first, to the noncontribu- 
tory part of our employees, I think we are up against a practical diffi- 
culty on the floor of the House. 

Mr. Carnes. I think that answers it. 

Mr. Schottland, on the first page of your statement you say OASI 
is entirely self-supporting. There has been some question before the 
committee as to whether or not OASI did not currently have some 
features in it that may make it a tax-supported system. That is, isn’t 
the Government virtually underwriting the whole program, such as in 
the event of a national emergency or catastrophe, or something, where 
the assets would be materially injured? Do you regard it as being 
a totally self-supporting system, or do you think to any degree it 
might become a tax-supported system ? 

Mr. Scuorrnanp. It is impossible to estimate against any contin- 
gency that the human mind could conjure up, but based against any- 
thing that would be reasonable to assume, this will be a completely 
self-supporting system. It has not, and so far as we can see, will not 
be tax-supported in the sense of “tax support” means from the general 
revenues. It is a tax-supported system in the sense that it is a payroll 
contribution, but that is no different from the compulsory payroll 
contribution of civil service. 

Mr. Bares. Do you mean by self-supporting, that you mean that 
social-security funds plus its earnings will take care of all the claims 
against that fund, or will the claims have to be met by revenues each 
year from participating personnel ? 

Mr. Scuorr.tanp. Do you mean persons covered under the system / 
Yes; the plan contemplates there will be continuous income to the 
funds from those persons covered, and that that income, plus the 
earnings and accumulations of the fund, will take care, in perpetuity. 
of the claims against the fund. 

Mr. Bares. That fund itself will meet all claims against it without 
having to use up the contributions of newly covered individuals? 

Mr. Scuorr.anp. No; the total contributions of persons coming 
into the fund plus the earnings. 

Mr. Bares. From an actuarial standpoint, it would depend upon 
increasing—go ahead, Mr. Kean. 

Mr. Kean, I just wanted to say, Mr. Chairman, that the remark 
was made “in perpetuity.” There is nothing quite certain of that, as 


Mr. Myers will testify. His figures show that the fund doesn’t start 
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to go down until after the year 2000, but after the year 2000 there is 
some question as to whether there may not be enough tax. Of course, 
we cannot figure on legislating for much further than 2000 because we 
don’t know what the situation will be at that time. 

The fund is actuarially sound as per educated guesses, until about 
the year 2010, I believe. 

Mr. Scuorrtanp. When I say perpetuity, it is assumed that by the 
year 2010 there will be a readjustment, but that is quite a little way 
off. 

Mr. Harpy. You don’t think there will have to be any readjustment 
in contributions to the fund until the year 2010? 

Mr. Scnorrianp. At the year 2010? 

Mr. Harpy. Until that time. Prior thereto. 

Mr. Scnorrianp. None other than is now provided for in the law, 
unless Congress were to make some change. We think the present law 
makes the changes necessary to carry us through that period. 

Mr. Kean. The law provides a certain step-up in tax. 

Mr. Harpy. Proceed. 

Mr. Carnes. Mr. Schottland, will you refer to page 8 of your state- 
ment, please, sir. At the end of the first paragraph there, the second 
sentence, you say: 


We estimate the Government’s proportionate share of the cost of benefits 
arising from such a freeze would amount to $350 million a year, assuming an 
Armed Forces strength of 3.2 million. 


I wonder if you would redefine for the committee the type of freeze 
that you are speaking of there ? 
Mr. Scnorrianp. This would be a full freeze whereby the total mili- 


tary service would not be counted with reference to employment. The 
period of service. 

Mr. Carnes. Then you would guarantee a man’s insured status, and 
lis prior attained wage credit, and after he leaves the service you 
would let him pick right up and buffet these two ends together, essen- 
tially ¢ 

Mr. Scnotrrianp. That is correct. 

Mr. Carnes. That type of freeze would cost $350 million, in your 
opinion 4 

Mr. Scuorrianp. That is correct. 

Mr. Carnes. If the committee were to adopt a plan of survivor 
enefits that did not include social security, I think that that type of 
freeze has been the kind of freeze that has been most strangly sug- 
vested because any other type of freeze would injure the man’s in- 
sured status; would it not ? 

Mr. Scuorrianp. Yes. 

Mr. Carnes. So unless you are going to penalize the man who comes 
into the Armed Forces you would have the type of freeze which you 
estimate here would cost $350 million. 

Mr. Scuorrnuanp. That is correct. 

Mr. Carnes. If that be the case, then, the Federal Government, 
rather than adopting a plan of survivor benefits that does not include 
social security, could afford to adopt a plan of social security and pay 
both the employer and employee contribution at the same cost that 
the freeze would be ? 

Mr. Scnotrianp. Roughly the same cost ; yes. 
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Mr. Carnes. I think it has been proposed in all of the plans set 
forth before the committee that if social security, on a full-con- 
tributory basis, were made an integral part of any new survivor bene- 
fit program, that certain compensating adjustments could be made in 
other parts of the package ¢ 

Mr. Scuorrianp. That is correct. ; 

Mr. Carnes. If that be true, does that lead to the conclusion that 
the Government should perhaps even consider — both the em- 
ployer and employee contribution of social security, for the sake of 
making these compensating adjustments ? 

Mr. Scuorrianp. It is our feeling in old-age and survivors insurance 
that one of the important psychological features of the plan is the con- 
tribution by the employee, who on the basis of contribution feels that 
he is paying an insurance premium, and that he is building up the 
benefits for his survivors and for his old age. 

We feel that essentially very sound, and although I do not think 
it is absolutely essential, your Congress could decide that the Gov- 
ernment, as the employer, could bear the entire cost. It seems to us 
that it is sound to continue this feature whereby both the employer 
and employee contribute. 

Mr. Carnes. Don’t you have cases today where the employer does 
pay both the employer and employee contribution ? 

Mr. Scuorrianp. Yes; and particularly the housewife who finds it 
easier to pay the small amount, but there are some industrial organiza- 
tions who pay the entire amount. 

Mr. Harpy. You have estimated that the cost of the freeze would be 
approximately equal to the total cost of employer and employee con- 
tribution ? 

Mr. ScnorriaNnp. That is right. 

Mr. Harpy. You are saying there is no accumulation for future bene- 
fits at all in that period of service. The contributions would be made 
by the military whether they came from appropriated funds as con- 
tributions to the social-security fund or contributory. It would not 
build up any equity for the payment of claims against the fund at all. 
That is, if it is going to cost as much money to take care of the freeze. 

Mr. Carnes. Mr. Hardy is thinking of the freeze merely reimburs- 
ing the fund for out-of-pocket expenditures. 

Mr. Harpy. I am not talking about out-of-pocket expenditures. I 
am talking about what the freeze amounts to. What you have said 
there is, if.you are going to freeze them you will have to pay the fund 
anyway, the same as if they were covered. 

Mr. Carnes. That is the question we want to get clear; yes, sir. 

Mr. Scuorrianp. I am not sure that I understand the question. 
Perhaps I can sort it out and then let Mr. Myers pick it up. 

First, the $350 million would not be the ultimate annual cost. This 
is based on the present status of the program. Second, if you are say- 
ing that—if you are asking, “Why shouldn’t we have a system whereby 
the out-of-pocket cost is reimbursed”—is that the implication of your 
question ? 

Mr. Harpy. It is not necesarily the implication at all, but you said 
the cost of the freeze would be approximately the same as the cost of 
the full contribution. 

Mr. Scnorrianp. That is correct. 
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Mr. Harpy. What does the freeze constitute? If you pay out no 
claim during the period of service. 

Mr. Scuorrianp. It is the same thing as giving credit for that 
period, if you have a freeze. 

Mr. Harpy. But you have had no claim for funds during that serv- 
ice at all. 

Mr. Carnes. Under the freeze the Social Security Administration 
would pay out all claims arising during the period of service because 
the man’s insured status, as well as his wages, would have been guaran- 
teed. 

Mr. Scnorrianp. That is correct. 

Mr. Carnes. If a man had prior insurance status you would pay 
his survivors’ benefits. 

Mr. Harpy. Suppose he didn’t have any. 

Mr. Carnes. They would not pay him, but would not be freezing 
his benefits, and the Government would not have a liability under 
that case; is that correct ? 

Mr. Scnorrianp. That is correct. 

Mr. Carnes. Mr. Schottland, you used the word “ultimately.” 
Would you elaborate a little on that? You qualified the $350 millon 
by “ultimately.” That that would not be the ultimate cost. 

Mr. Scnorritanpb. That is correct. 

Mr. Carnes. Would you elaborate on that? 

Mr. Scuorrianp. This is the incurred cost on the basis of the pres- 
ent level of the program, and it would increase later on. 

Mr. Myers. The cost figures that we have set down here for the 
cost of the full military freeze is the present value of the additional 
benefits—the present benefit of the proportionate share of these bene- 
fits that will be payable later on, when people retire. They are all 
related back to the year that the service occurred, for which that one 
year’s military freeze occurred. It does not represent the additional 
benefits paid that year, but it represents the proportionate value of 
the additional benefits that are paid, maybe 40 or 50 years off, when 
the man reaches retirement age, and has a higher benefit because he 
had this military freeze period. 

Mr. Harpy. Wouldn’t that freeze over any benefit to the man who 
came into service without prior coverage ? 

Mr. Myers. It would offer him benefits after he got out of service 
and got out into OAST, but not while he was in the service. 

Mr. Harpy. And that is a very high percentage of personnel, at that 
time, I think, is it not? 

Mr. Myers. Yes. 

Mr. Harpy. Going in without prior social-security coverage ? 

Mr. Myers. It runs about half and half. 

Mr. Harpy. Under your proposed or assumed 3.2 service level, half 
of them would not receive any benefit from social security during the 
period of service? 

Mr. Myers. That is correct. 

Mr. Harpy. And yet you are going to require as much money into 
the fund as would have been contributed by that group in order to 
liquidate the freeze. In order to prepare them for future claims. 
Which makes it appear they haven’t built up one bit of credit during 
the period of service. 
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Mr. Myers. On that point, Mr. Hardy, if there were contributions 
made during their service, those contributions would not result in the 
great majority of instances, in any benefits until 50 years hence. 

Mr. Harpy. But you would have had some payment to pay out 
for those people. If you had a war you aor have a good many 
claims programs. 

Mr. Myers. Yes, sir; if there was a war, but under peacetime con- 
ditions the military death rate is only about one per thousand, so in 
those cases relatively small amounts would be paid out, and that rep- 
resents one of the differences as you point out between contributory 
system and the military freeze. 

We said roughly there is the same cost involved, but there is actual- 
ly a little bit less for the military freeze than for the contributory, 
but they are of the same order of magnitude. 

Mr. Harpy. When you people come in here and tell me it will cost 
just as much to apply a freeze as it would to make it fully contribu- 
tory, I begin to lose all sense of balance as to what the social-security 
fund is doing, and I think we are getting into a position where the 
actuaries miltbeke to do some figuring. If we are going to talk social 
security in this thing I am going to have to have a better understand- 
ing than I have now. 

Mr. Scuorrnanp. Just one word on that, Mr. Hardy: I can see your 
point, and the problem which confronts you. The reason there is 
such a slight difference is (1) you do not have very many deaths dur- 
ing that period of 2 years. Second, if you freeze this benefit, in some 
cases you actually may result in a higher benefit in some cases than if 
you had a contributory system. So those two factors balancing out 
result in this small differential between the cost of the freeze and the 
total contributions of employer and employee under the contributory 
system. It is a slightly smaller difference. The difference, I think, 
is $370 million as against $350 million. There is a $20 million differ- 
ence, and although that doesn’t seem substantial for the problem that 
you raise, that is the way, in our best judgment, the thing figures out 
on an actuarial basis. 

Mr. Carnes. Mr. Schottland, if this freeze was going to cost $350 
million, what if the tax rate were increased to 214 for each group and 
then to 3 for each group? Would there be a corresponding increase 
in the cost of the freeze, or would the cost of the freeze remain static 
at $350 million ? 

Mr. Scuorrianp. The cost of the freeze would increase. 

Mr. Carnes. I don’t want to labor this point, but it is perhaps one 
of the most vital points in our consideration here. 

The staff has submitted to the committee four pians, plans A, B, 
C-1 and C-2. In all of the plans except C-2 it is anticipated that 
there be the type of freeze of which you have spoken. This full 
freeze that buffets the two ends together. 

Mr. Myers. That is incorrect. It is C-1. 

If the committee decided under C-1 the freeze should be a full 
freeze, then you are affirming your position that you would want to 
be reimbursed approsinesy $350 million per year. Or in any plan 
where you had a buffeting freeze, a freeze that buffeted the two ends 
together and guaranteed insured status and wage credit, you would 
expect to be reimbursed at that rate. 





SERVICEMEN’'S AND VETERANS’ SURVIVORS’ BENEFITS ACT 227 


Mr. Scuorrianp. That is correct. We do not feel that it is fair 
to the ar taxpayer and to the employer that they should carry, 
from OASI taxes, a benefit which is made to the military services. 

Mr. Kean. I am not sold on that $350 million figure. I would like— 
and I think we should have it put in the record—some little analysis 
by Mr. Myers, which I would like sent to me, and probably other 
members of the committee, as to how he figures that it would cost 
$350 million. 

Mr. Scuorrnanp. We can.do that. 

(The document requested appears as appendix N.) 

Mr. Kean. Until we get va on that idea we can’t weigh the thing 
carefully. That looks high to me. 

Mr. Harpy. On that basis, Mr. Kean, I don’t want any part of social 
ery. That is my personal standpoint. 

Mr. Tracur. What is the estimate you feel per year the Federal 
Government owes you? 

Mr. Scnorrianp. The present basis, speaking popularly, the pres- 
ent basis of reimbursement is out-of-pocket cost. We feel that up to 
the end of December, the total cost to reimbursement, the total reim- 
bursement figure, would be $590 million. 

Mr. Teague. That is since 1947? 

Mr. Carnes. 1940. 

Mr. Scuorrtanp. That is since 1940. We were paid $1314 million. 

Mr. Teacus. That is with a $160 wage credit ? 

Mr. Scuorrtanp. That is correct. 

Mr. Carnes. That is for a 16-year period, approximately, and that 
ison a residual cost basis ? 

Mr. Scuorrianp. Yes. To date it would be roughly $162 million. 
This is the out-of-pocket cost to those who would be entitled from 
here on to get their benefits based on their past military wage credit. 

Mr. Carnes. If the Congress were to decide that in the future you 
should be reimbursed on a residual cost basis, do you think such a 
decision by the Congress would materially affect the actuarial sound- 
ness of the OASI trust fund ? 

Mr. Scuorriann. Well, No. 1, I don’t think it would be fair. 

Mr. Carnes. That wasn’t my question: Whether or not it would 
materially affect the soundness of the OASI trust fund. 

Mr. Scnorrnanp. It would certainly affect it. $590 million out of 
$20 billion now in our total fund, is 214 percent, or something like that. 

Mr. Carnes. We are not saying we wouldn’t make that reimburse- 
ment to you, Mr. Schottland. The question is, in the future if the 
Congress, in writing a new survivors’ benefit law, merely provided 
that OASI trust fund be reimbursed on a residual cost basis for any 
freeze, would it affect the actuarial soundness of the OASI trust 
fund? 

Mr. Myers has advised us that it would not. Isn't that correct, 
Mr. Myers ? 

Mr. Myers. That is right. 

Mr. Scnorrianp. Let me put it this way: I am a layman when it 
comes to actuarial problems. We would be no worse. off than we 
are today. Whether or not Mr. Myers in the fine actuarial towers in 
which he operates would say that makes it actuarially sound, I don’t 
know, but we would be no worse off than we are today. 
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Mr. Carnes. If you had calculated the $160 a month wage credits 
on the same basis that you arrived at this $350 million figure, instead 
of the Federal Government owing $590 million it would perhaps owe 
you many billions of dollars; is that correct? 

Mr. Scuorrnanp. Yes. 

Mr. Myers. That is correct. 

Mr. Harpy. The $590 million will make the fund whole? 

Mr. Scnorrianp. That is correct. 

Mr. Harpy. If you had figured it the other way around on the basis 
of regular contributions from employer and employee then the mili- 
tary would have been subsidizing the rest of the fund. 

Mr. ScnorrianD. No. 

Mr. Kran. Now, wait a minute. Is that actuarially sound? The 
actual cost of reimbursement is what, $120 million a year? Is that 
about the figure ? 

Mr. Carnes. That isa little high, Mr. Kean. 

Mr. Kean. What is the actual cost of reimbursement ? 

Mr. Carnes. It is running around $45 million to $50 million now, 
isn’t it, Mr. Myers? 

Mr. Myers. Unfortunately, that is a figure that veries. From the 
first few years when you could use it on the dropout, it was up to 45 
or 50 million dollars, but on the personal basis it would be about $120 
million a year. 

Mr. Carnes. That is $120 million against $360 million, which would 
be the full contributory figure. Now, there is $240 million dollars 
which would not be going into the fund in the future years. You say 
that makes it actuarially sound, but someday some American taxpayer 
would have to put that money in, when it comes to 2010 when the fund 
starts to go down, maybe we would have to increase the tax. We 
wouldn’t have to increase the tax by $240 million, every year there 
would be an extra several billion dollars in the fund. 

Mr. Harpy. He has that projected, as I understand it; don’t you? 

Mr. Myers. I think you are both right in this case. It depends on 
how you look at it. If you are saying the system as it now exists will 
have a certain cost, and will by the year 2000 or 2010 start to have the 
fund dip down, if you reimburse it on the net cost basis, the way Mr. 
Carnes was saying, the fund will be no worse off because of having a 
permanent $160 wage-credit provision, than it isnow. The fund would 
still dip down at exactly the same point, and in the same amount. 

However, as you say, Mr. Kean, if the fund were reimbursed on the 
proportionate method for these wage credits, then the fund, of course, 
would have more assets, and would be in a sounder position in the year 
2000 or 2010, than it would under the present conditions. 

Mr. Carnes. Under Mr. Kean’s philosophy the Government would 
be contributing to the group insurance philosophy, or this weighting 
factor that is inherent in the social security system, would they not ? 

Mr. Myers. It would be under the group insurance philosophy and, 
of course, again, as Mr. Kean has pointed out, this dip after the year 
2000 may or may not occur. That is just the intermediate figure that 
we have; but, according to it, the same thing exactly would occur if you 
would reimburse on the excess cost method. 

Mr. Carnes. On this residual cost basis I notice for several years 
back the cost was running $35 million and $42 million, and it did 
fluctuate. You say it is up to $120 million now. 
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My question is, Is that an ever-increasing cost ' 

Mr. Myers. No, that is more or less what you would say is a per- 
manent cost. 

Mr. Carnes. $120 million? 

Mr. Myers. If you had that provision in the law permanently for 
all future military service. Now, it was lower in the past, for in- 
stance, before 1951. Any wage credit can be dropped out if they 
reduce the benefit. In other words, you can start your average wage 
from 1951 on, so much of the military service during World War II 
would be not counted, and, therefore, those wage credits under the ex- 
cess cost method would have no cost. 

Mr. Carnes. Even on a residual cost. basis you estimate the fund 
would have to be reimbursed $120 million a year to keep it actuarially 
sound ¢ 

Mr. Myers. Each year from now on out, yes. 

Mr. Carnes. If they had that type of complete freeze. 

Mr. Kran. The Government would save $60 million, and the soldier 
or sailor would save the full contribution. 

Mr. Carnes. However, it may accrue to the man’s benefit, Mr. Kean, 
especially in the officer ranks, if he was contributing at the maximum 
rate during that time rather than having the freeze. 

The other question I want to ask is, under the freeze and under the 
proposed legislation, I think that you are going to grant social. 
security—are there any other provisions for granting social security 
to a man 2 years after he leaves the Armed Forces? That would be 
another expense item, would it not ? 

Mr. Myers. Yes. Tied up, sometimes, with this full military freeze 
proposition is a provision to guarantee insured status in the first 2 
years after a man comes out, so as to give him an opportunity to 
enter into covered employment and build up his own insured status. 

Mr. Carnes. What estimate do you have of that cost? 

Mr. Myers. The cost of such a provision is relatively low, depend- 
ing on what average wage you assume him to have, and so forth. It 
would be in the neighborhood of a cost of $5 million a year. 

Mr. Carnes. That would have to be added to this $120 million you 
are talking about ? 

Mr. Myers. Yes. 

Mr. Carnes. If for those people who come into the Armed Forces 
who are not insured in their own right, if you gave them six quarters 
of coverage, which has been suggested several times, that would be 
an additional cost item, would it not? The Government would have 
to pick up the full tab ? 

Mr. Myers. Yes. 

Mr. Kean. That is entirely different from what Mr. Schottland 
suggested in his paper, that soldiers be treated entirely the same way 
as anyone working for a private enterprise, walking in. 

Mr. Carnes. That is right. 

Mr. Kean. If you are going to immediately give the soldier 18 
months’ credit, there is something that is not carrying out what he 
says, that he wants to keep everybody in exactly the same position 
whether they are in the military or not. They are taking in one of 
the special provisions that he was objecting to. 

Of course, if we are going to protect the survivors in the hazardous 
military duty, the boys who are made to go into the service and made 
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to do this hazardous duty, we ought to do something about that. That 
is going to be ae expensive. 


Mr. Carnes. Under plan A, isn’t it proposed the man would have 
insured status ? 


Mr. Scuorrianp. Yes. 

Mr. Carnes. And c object to that, Mr. Schottland ? 

Mr. ScHorrianp. 

Mr. Kean. You didn't mention it. 

Mr. Carnes. You would expect, however, the Government to take 
the bill for the full cost of that. 

Mr. Scnorrianp. Yes. 

Mr. Kean. What justification is there for that, any more than 
someone going into some other type of Government service ? 

Aren’t the civil-service employees going to say in the future “If 
we go into the Government service in one Pend: doing something in a 
perfectly safe part of the service, then we ought to have credit ‘right 
away. 

Why shouldn’t a civilian working in a munitions factory get credit 
right away ¢ 

Mr. Scnorrianp. There are several problems, there. 

First, we think the military service presents a series of special 
problems. A boy may come into the service and 3 months later he 
1s over in Korea. I mean in peacetime. That is my boy who just 
landed in Korea, yesterday. 

Our thinking was, when a person enters this kind of service he 
ought not to be disady antaged, as against the person who would nor- 
mally be able to carry through in private industry and become covered 
and that was the theory upon which we based the suggestion for a 
six-quarter coverage. 

Mr. Kran. Aren’t you setting up a dangerous precedent for the 
whole system ? 

Mr. Souormano. We don’t think so, when you limit the thing to 
military service, because we think that is a special situation. 

Mr. Kran. How much would that cost ? 

Mr. Myers. The cost of giving deemed insurance status to eve 
body who dies in military service and some sort of assumed month y 
average wage would have an annual cost based on the claims arising 
for a given year, or about $1.5 million. 

Mr. Kran. I don’t see that, at all. You say it costs $350 million 
to take care of them for 3 years. Here you take care of them for half 
that time and it seems to me it ought to be about $100 million. 

Mr. Myers. This is just for the people who die in service. 

Mr. Kean. No, it wouldn’t be the people who die. You are talk- 
ing only about giving it to the survivors, not starting them in on 
social- security credit, but just giving them insured status to the sur- 
vivors benefit. 

Mr. Myers. Yes, it is just for those relatively few who die. Most 
of them just get a lump-sum payment. 

Mr. Harpy. I wanted time to ask something—to go into this con- 
troversial thing we went into a moment ago without getting a satis- 
factory answer. 

I want to see if I understand the testimony we have had thus far. 

Since 1940, as I understand it, there is a total liability, including 
the cost which has—ineluding the amount which has been paid out in 
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claims, plus the liability for future claims, because of the 16-odd wage 
credits, that there was a total liability of the Federal Government 
through the social-security fund of $590 million. 

Mr. Scnorrianp. That is right. 

Mr. Teacue. Does everybody agree on that / 

Mr. Scuorrianp. I think so. 

Mr. Teacure. What did the Kaplan committee say ¢ 

Mr. Scuorriann. I don’t think they went into that. 

Mr. Harpy. Let me see if I understand this point : The total liability 
is estimated by the social security administration as $590 million ? 

Mr. Scuorr.anp. Yes. 

Mr. Harpy. That is based on the residual or actual cost, that amount 
required to make the fund whole. Isthat right? 

Mr. Scnorrianp. That is right. 

Mr. Harpy. The amount required to keep the fund from losing any 
money ¢ 

Mr. Scnorriann. That is right. 

Mr. Harpy. But it will pay all of the claims from here on out for 
everybody who was involved in the accumulation of the 16-odd wage 
credits in the Army from 1940 up until now. 

Mr. ScuorrianpD. That is right. 

Mr. Harpy. I understand further that if there had been a contri- 
bution, based on the employee-employer tax, that the amount of con- 
tributions would have been several billion dollars ? 

Mr. Scuorrnanpn. That is right. 

Mr. Harpy. Then I would still say that under my arithmetic—if 
we had been working on a contributory program, the military will 
have contributed several billion dollars in subsidy to the general social- 
security fund, because it would have exceeded the cost of the military 
credits by that amount of money. 

Now, of course, I know your answer is going to be that you have to 
put everybody on the same basis but you have just sat there and told 
us that at least insofar as a six-quarters coverage is concerned, the 
military is different. 

I haven’t gotten my thinking very well cleared, except that I still 
maintain that on the basis of these figures, under this contributory 
system, the military will be subsidizing the rest of the social-security 
program. 

Mr. Scuorrianp. I think you have to consider that you are talking 
of skimming off the cream. 

Mr. Harpy. That cream is not in there yet. We are just talking 
about keeping the cream off. 

Mr. Scuorrianp. There is no milk, either, it is just the same as if 
you got an insurance policy from the Metropolitan Life Insurance Co. 
and you only want to pay the Metropolitan Life Insurance Co. their 
out-of-pocket costs for carrying you, rather than your share of the 
total system. 

Mr. Harpy. If the Metropolitan Life Insurance Co. is outselling 
group life insurance and yet is a particular group at a preferred risk, 
they are not going to join in a general group that will require that they 
absorb some of the cost of carrying it. 

Mr. Scnorrianp. We do not consider military coverage a preferred 
risk, 
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Mr. Harpy. You have indicated that from the standpoint of meet- 
mgr 16-odd wage credits. 

{r. Scuorrtanp. If we were to take the State of Texas and say all 
the people of the State and the political subdivisions covered by con- 
tracts between us and the State of Texas, under OASI, if we were to 
take the out-of-pocket costs for the fund out of the State of Texas 
it would be substantially less than what Texas and the employees are 
paying into the fund. 

Mr. Harpy. Are you sure that is right for Texas ? 

Mr. Scuortiann. Perhaps I should have used another State. Per- 
haps, we should use Virginia. 

Mr. Harpy. Let’s go on to something else, here. 

Mr. Scnorrianp. If I might answer Mr. Kean’s question. I don’t 
think it was completely answered. I think we were interrupted. I 
am sorry, cut you off, I didn’t mean to. 

Mr. Tracuer. The taxpayer is going to pay this money from the 
general fund that the employer pays for the people in the armed 
services. Then why should they pay anything except this cost that 
we have been paying, on the way you figured this $5 million? 

Why shouldn’t they just pay the cost for the people who are in the 
armed services ? 

Mr. Scuorrnanp. I think it is a question of equity. If the Gov- 
ernment is the employer. 

Mr. Treacur. Who is the Government? It is the taxpayers who 
are the Government and they are paying this money originally. 

Mr. Scuorriann. If we begin a system of giving preferential treat- 
ment to the Federal Government. 

Mr. Treacur. Which is the taxpayers. 

Mr. Scuorrtanp. Then the next thing is the State of—I will choose 
one that is not represented around here—the State of Mississippi is 
going to say “We are taxpayers, too, and our taxpayers are covered 
under OASI and we want to pay only the out-of-pocket costs,” and 
then the city of Los Angeles is going to say the same thing and every 
pareent subdivision—the State universities will say the same thing 

ecause they are supported with tax funds. 

We will set up 2 systems, 1 for those employees who are employees 
of some political subdivision, and those who are employed by private 
industry. We don’t think that is the way to run a sound social-in- 
surance program. 

Mr. Harpy. I think that you are working on the wrong premise, 
entirely, because you are getting a 50-50 deal by using 1 horse and 
1 rabbit. 

Actually, this military proposition has no relationship to the eco- 
nomic employment of all civilian pursuit. It is certainly set apart and 
as such, all of the taxpayers have a stake in it. 

I just don’t see how you can compare it with civilian employment. 

Mr. Carnes. I think the point has been made before, Mr. Schott- 
land, and perhaps even here this afternoon, that if the Government 
pays this residual cost—it is true they may be skimming off the 
cream—but when this year 2000 or 2010 comes and some extra funds 
are needed in the social security it will be the Government who will 
put it there? 
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Mr..Scuorrianp. We don’t think so. That certainly wasn’t the 
original intention of Congress. The intention was that the payroll 
tax would be adjusted. 

Mr. Carnes. You mean you would make adjustments in the sys- 
tem itself to carry the load ? 

Mr. Scuorrianp. That is right. 

Mr. Bares. If “Uncle” picks up the check on this, the distribution 
between your taxpayers would be different in the same proportion 
which’exists today, among your taxpayers. 

Mr. Scuorrianp. That is right. 

Mr. Harpy. You have assumed an adjective there which is certainly 
not the case. 

Mr. Bares. I think that is so. It is certainly not graduated in the 
same degree because even though 90 percent of the people are on the 
tax rolls, today, so many are away above the maximum permitted 
under social security, so on the balance of that they pay nothing. On 
the income tax they are assessed and on a graduated basis so it is an 
entirely different group of people who make this contribution than 
they do under social] security. 

Mr. Scuorrianp. That is right. It falls most heavily on the low 
income groups. 

Mr. Carnes. Before Mr. Schottland leaves, with your permission 
I would like to get just one expression from Mr. Nelson, Mr. Hughes, 
and Admiral Grenfell. Just answer this one question for us: If the 
committee were to recommend to the Congress a plan which does not 
include contributory social security, would the staff group recommend 
to the committee that there be a complete freeze of insured status of 
both wages and insured status ? 

In other words, would you recommend a complete freeze if a plan 
were involved not including contributory social security ? 

Mr. Nelson, would you comment on that first ? 

Mr. Nerson. I would say if the staff felt that the burden should be 
borne by the general taxpayer and not by the serviceman, then we 
would recommend the freeze. But if we chose to have the burden 
borne by the men in the service, then we would not recommend the 
freeze. I think that is really the point on which the issue must be 
decided. 

Mr. Carnes. If you did not recommend the complete total freeze 
of which Mr. Schottland has spoken, the man who enters the service 
would be penalized by his years in the service. 

Mr. Netson. Yes; he would. 

Mr. Carnes. He may even lose his insured status. 

Mr. Netson. He may lose his insured status momentarily by reason 
of service. 

Mr. Carnes. He could die during that momentary period. 

Mr. Netson. Yes, but even though he does get back into insured 
status after leaving the service, then his survivors would get a smaller 
monthly income if he should die before retirement age, and he will 
yet a smaller retirement income by reason of having been in the service, 
if there is no freeze while he is in the service. 


Mr. Carnes. If there is no complete freeze the man will be penalized. 
Mr. Netson. Yes. 
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Mr. Carnes. You have been one of the influential people on the 
staff group. If the committee did recommend a noncontributory social 
security plan, would you advocate the complete freeze that Mr. Schott- 
land says will cost $350 million ? 

Mr. Netson. Well, let’s say that it would seem to us that you would 
need the complete freeze while in the service in order not to penalize 
the man subsequent to service, for one thing, and the second would be 
to provide an adequate protection program while he was in the service. 

Mr. Carnes. Thank you, Mr. Nelson. 

Mr. Hughes, would you express yourself on that, please ? 

Mr. Hucues. Yes. I believe we would advocate a complete freeze 
of the sort that you have mentioned. I think it would be necessary, 
rae to go beyond that, to take care of the individual who did not 

ave social security coverage at the time he entered, and to give him 
a level of benefits somewhat comparable to the benefits available to 
the man who did have coverage. 

Mr. Carnes. Are you suggesting a presumed insurance status ? 

Mr. Hvueuers. I only suggest a principle at the moment. It seems 
to me to have equity between the man who had equity when he came 
into the service and the man who did not that there would have to be 
some sort of presumed status provided or supplemental benefit, in addi- 
tion to the freeze. 

Mr. Carnes. You would want the complete freeze of which Mr. 
Schottland spoke ¢ 

Mr. Hvucues. Yes, plus something else. 

Mr. Carnes. Admiral Grenfell ? 

Admiral GrenFre... I will second Mr. Sam Hughes’ statement. 

Mr. Harpy. That isa simple way to be in agreement. 

Mr. Bares. Mr. Schottland, let us presume an individual is com- 
pepe covered under social security when he comes into the service. 

et us also presume that he has some sort of a private retirement and 
survivorship program at the plant where he is working. 

If he comes into the service under your statement, here, I gather 
that he should get no more for social security than anybody else who 
isin theservice. It all became the same. 

Mr. Scuorrnanpb. Yes. 

Mr. Bares. Whether he would get the addition of the private plan? 

Mr. Scnorrianp. He might; yes. That would not be a factor con- 
trollable by social security. 

Mr. Bates. If we are trying to establish equity in both cases, it is 
the employer and employee who make the contribution, and I don’t 
quite understand the difference why he should get one and be deprived 
of the other, from the point of view of principle. 

Mr. Scnorrianp. The principle of OAST is the same as the princi- 
ple of any other insurance. The person receives according to what 
he has paid in, what he is entitled to under the law, without regard to 
his other income; that is, as far as OASI is concerned. 

Now, as far as the employer is concerned—and in this case the mili- 
tary service—they may adjust theirs, based on OASI, but it has always 
been our feeling that we must not set up OASI as a needs program. 
Tt has to be based on a grant commensurate with the contribution and 
the benefits to which everyone else is entitled. 
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Mr. Bares. Of course, if they set up their program separately and 
divorced from OASI, he would get total entitlements if he was covered 
previously. 

Mr. Scuorrianp. Yes. There are some persons now who, if com- 
pletely covered, would get OASI and whatever they would be entitled 
to under military benefits. 

Mr. Bares. You believe that theory is all right, that those who are 
covered should get no more because of the fact that they are covered ? 
Mr. Scuorrianp. I am not sure I understand that latter question. 

Mr. Bares. Well, it is the same question that I asked before. 

Mr. Carnes. The only point I don’t think we have touched on is: 
Some person appearing before the committee has said that the very 
young men who come into the service, the men at age 19, 20, and 21, 
because they are not really penalized—I mean they can start at age 22, 
as you understand, under the social-security program—if those men, 
most of whom would be enlisted men cae A these small sums of 
money, are they getting value received, in your opinion, for the social- 
security credit that they would be getting on a contributory basis ? 

Mr. Scuorrianp. Yes, we think they are. 

In the first place, the men outside of the military service, starting 
into employment, don’t have dependents either, any more than the men 
in military service ; 

Second, many of these persons have parents who are dependent upon 
them, and so there would be the survivor’s benefits, and 

Third, there would be the beginning of building up their credits 
under social security. 

Furthermore, they get the advantage of the lower rate now in opera- 
tion, rather than the level cost which it will later reach. 

We think that they are getting value received. 

Mr. Harpy. Let’s explore just a little bit more this question of what 
the penalties are, on an individual serviceman—the average service- 
man—if he doesn’t have social-security coverage during his period of 
service. 

Right now, we have an awful lot of men who are on active duty for 
a period of 2 years. Under the present situation, they have social- 
security coverage only a very limited period of their active service, 
probably not more than 6 months, in a great many cases. 

Mr. Bares. They don’t understand your point, Mr. Chairman. 

Mr. Harpy. I haven’t made my point? 

Mr. ScHorrianp. I don’t understand it up to the comma. 

Mr. Harpy. Because of the six-quarters coverage requirement, a 
young man being drafted, or volunteering, in order not to be drafted, 
finds himself obligated to at least 2 years active service tour, without 
any social-security coverage, until the last 6 months of his service. 
That is about the situation, is it not ? 

Mr. Scnorruanp. Yes. 

Mr. Harpy. Of course he is having to make a substantial contribu- 
tion from his early life and spend it in the military. All of us realize 
that. 

If he didn’t have any social-security coverage and came out and 
had to start from scratch, insofar as social security is concerned, per- 
centagewise, what would be his loss in eventual social-security benefits? 

Mr. Scnorruanp. Assuming he lived until retirement age ? 

Mr. Harpy. Of course, you have to take some sort of an average. 
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Mr. Carnes. Some would have a total loss, would they not? 

Mr. Scuorrtanp. Yes. Some would have a auth loss, and cer- 
tainly if any of them died, there might be a loss with reference to 
survivors. 

If you are talking about an overall average, I don’t know that we 
could give you an overall average. 

Mr. Harpy. The actuaries certainly have to work on the basis of 
those overall averages. Maybe you don’t have them now. 

Mr. Scuorrianp. I think we could come up with something. 

Mr. Harpy. The thing I am trying to get at, is this: Actually, the 
loss to the average individual who went into the service without social- - 
security coverage, stayed on active duty for a period of 2 years—now, 
I am not talking about those who stretch it out, or want longer enlist- 
ment—the actual loss which would be involved in his future social- 
security entitlements would be small. 

Mr. Myers. That is right. 

Mr. Harpy. Whatever additional contribution he is having to make 
because he didn’t have social-security coverage wouldn’t amount to 
very much, except in the rare case, or in the comparatively small per- 
centage of cases, where death occurred early after he got out of his 
2-year tour, and because of the physical fitness of those individuals in 
peacetime, that percentage would be low. 

Mr. Scuorr.anp. Yes, I think that is correct. 

It would also be true of any young man entering employment. He 
is in exactly the same position. 

Mr. Harpy. And the young man goes into military service at age 19, 
service for 2 years, and goes to college for 4 more years and he doesn’t 
pick up social security in most cases until he gets out of college. 

Mr. Scuorrianp. That is right. 

Mr. Harpy. So from the standpoint of his future social-security 
benefits, his loss because of not being covered while in active military 
duty, is relatively small, compared to the rest of the sacrifice he has 
made, the loss in earnings involved by virtue of the fact that he goes 
on active duty for $50 or $81 or whatever it might be; the loss in 
ultimate social-security benefits is negligible and we have been argu- 
ing over something here which during the long run doesn’t amount to 
very much. 

Under your formula, however, you propose to charge Uncle Sam 
$350 million a year. : 

Mr. Scuorrianp. Mr. Hardy, I think it should be stated that al- 
though the loss for the average individual may be small, it is a small 
loss for a very, very large number of people, and it may be a great loss 
for a small number of people. 

Mr. Harpy. Well, now, I understand that. 

I have just one more point. We have been talking about this $350 
million estimated cost of a freeze. That is based on a present total 
contributory peopoenl, I presume. If that was on a reimbursable basis 
such as now employed with the Federal Treasury and the social secu- 
rity fund, what would that amount to? 

Mr. Myers. That would be the $120 million figure. That would be 
$120 million. 

Mr. Harpy. That would be $120 million a year? 

Mr. Myers. Yes. 
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Mr. Harpy. That is based on the gross pay computation, as pro- 
posed under plan A, is that right? 

Mr. Myers. No, sir, Mr. Hardy, that is based on the $160. If it 
was on the gross pay basis, the figure would be a little bit higher. 

Mr. Harpy. A few minutes ago Mr. Kean suggested a tabulation 
of certain information which the committee would like to have. I 
realize you probably can’t give it to us immediately, but how soon 
would you be able to provide the committee with that ? 

Mr. Scuorr.anp. In 2 or 3 days. 

Mr. Harpy. That is fine. 

Mr. Harpy. We certainly thank you, Mr. Schottland. We appre- 
ciate very much your help on this very knotty problem. 

Mr. Carnes. Mr. Chairman, we will hear from members of the Coast 
Guard. 


STATEMENT OF REAR ADM. WILLIAM W. KENNER, CHIEF, OFFICE 
OF PERSONNEL; ACCOMPANIED BY CAPT. R. R. CURRY, UNITED 
STATES COAST GUARD 


Mr. Harpy. Admiral, the committee would like to know which twin 
you are. 

Admiral Kenner. Mr. Chairman, members of the House select 
committee, as Chief of the Office of Personnel of the United States 
Coast Guard, I welcome this opportunity to speak briefly to this select 
committee on the subject of survivor’s benefits, which, I understand, 
has been under study by this committee for some time. 

I would like to express the view of the Coast Guard that the present 
system of survivor’s benefits is considered unsatisfactory. I do not 
believe that we have had as much trouble with it as the other services 
have had, largely because of the fact that the Coast Guard is small 
enough so that the personal interest in survivors is seldom lost. How- 
ever, the inequities of the system, and the complexities of its admin- 
istration, prevail in the Coast Guard to the same degree as in the other 
services, and this we would like to see remedied. 

It would seem, at first glance, that any system, which is sufficient 
for the general service should be sufficient for the survivors. How- 
ever, each group of survivors with whom we deal represents an en- 
tirely different situation. 

The serviceman, who is the breadwinner, naturally plans and in gen- 
eral controls the family situations as long as he is alive. The wife 
and children become naturally dependent upon him both for major de- 
cisions and the necessary funds to carry on family life. 

In this state of dependency, there is no greater tragedy for a wife 
and children than to find themselves without their leader and bread- 
winner. This dependency, which is inherent, cannot be dispensed with 
immediately. They are still dependent upon someone, and, although 
there-are usually family ties, this dependency falls to the lot of the 
service with which the man was associated. If this dependency is to 
be effective, it must be both positive, sufficient, and consistent. 

_In order that the system may fulfill these requirements, it must be 
simple, and such that a wife will know immediately just what she can 
depend upon by way of compensation. The system should be such that 
a pamphlet can be handed to the wife immediately which will indi- 
cate to her exactly to what she is entitled, to whom she should look for 
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compensation, the manner in which compensation will be administered 
to her, and finally, the future aspects of the compensation. 

Although it is quite likely that few persons entering the military 
service today seriously consider these things, our experience indi- 
cates that, as a man continues in the service, dependencies arise with 
increasing regularity as he takes upon himself marital obligations, 
and his parents grow older and find themselves becoming more and 
more dependent upon the son or daughter who has joined the mili- 
tary service. 

Up to this time, the serviceman gives little attention or thought 
to these obligations by planning for the future of his dependents. 
His initiative and optimism toward life excludes to a considerable 
extent the thoughts of tragedy. In the early stages of. marriage 
financial condition precludes planning for death contingencies, and 
so it is when men, at some time or another do give a fleeting thought 
to the possibilities that they may become casualties, and thus leave 
their dependents to the care of others, it is a great aid to their morale 
to realize that their dependents will surely be cared for by a grateful 
Government with a minimum of effort on the part of the survivor. 

I have served in the Office of Personnel for an appreciable period. 
I have personally seen many of the problems arising in the service 
under the present survivor’s plan. I know the complexities of the 
present system, and have given considerable thought to the proposi- 
tion of simplification of it. However, I invariably return to the 
fact that the serviceman’s problems are so varied that it is impossible 
to establish a system which would be free of complexities. 

In my study of proposal A, I am impressed immediately with the 
fact that much time and effort have been spent in the study of the 
problems arising from survivor’s benefits, and I believe the task force 
has come up with a comparatively reasonable solution to the prob- 
lems. 

In view of what I have previously said, it is my opinion that adop- 
tion of the program, as set forth by plan A, would improve the admin- 
istration of benefits, would establish a more reasonable and practical 
system of survivor protection, and would also result in a substantial 
saving to the Government. The Coast Guard recommends the enact- 
ment of legislation to put the recommended program into effect. 

Mr. Harpy. I eaten do thank you, Admiral. 

I was a little bit bothered by this one comment that you did make 
there. You did recommend plan A, but you seem to think that the 
committee’s press for a simple plan is destined to fail. I am a little 
bit worried about that myself. 

You have indicated that it was impossible to develop a system 
free of complexities. I hate to admit that we are going to find our- 
selves in that kind of a shape. I thought maybe you were going to 
come in here and offer us a simple plan. 

Admiral Kenner. I have yet to see a simple plan any place or any- 
where. 

Mr. Harpy. It is hard to find one on anything in Government: 
isn’t it? We wanted to make that exception. 

Admiral Kenner. I don’t carry the committee’s optimism. 

Mr. Bares. Do your officers come under FECA or under VA com- 
pensation? Do they have that election, or what is the situation? 
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Admiral Kenner. Do you mean Coast Guard officers ? 

Mr. Bares. Yes. 

Admiral Kenner. They have the same benefits as other members 
of the Armed Forces. 

Mr. Bares. Regular members of the Armed Forces? 

Admiral Kenner. Yes. 

Mr. Bares. And the Reserves in the Coast Guard have FECA? 

Admiral Kenner. Yes. 

Mr. Bares. Your being under the Secretary of the Treasury, cur- 
rently, has no effect on your choice ? 

Admiral Kenner. The Regular officers have the same benefits as 
the other members of the Armed Forces. 

Mr. Bares. Would you care to comment on plan C-2? Do you think 
that isa nice plan ? 

Mr. Carnes. Or plan C-1, or B? 

Mr. Bares. I will tell you what, we will not embarrass you that way. 

Admiral Kenner. I was going to say it looks short. I have often 
found things that looked that short had a gimmick in them someplace. 

Mr. Bares. Do you mean you have been working up here so long 
that you get suspicious of anything that is simple ? 

Admiral Kenner. I can’t say that, because these past few months 
are my first experience in the Halls of Congress. 

Mr. Bares. I was talking about Washington. You don’t have to 
come up to Congress to get complexities. 

Admiral Kenner. I agree with that, sir. I have been around Wash- 
ington a little while. 

Mr. Carnes. Admiral, are there any personnel problems peculiar 
to the Coast Guard that would not be adequately covered under pro- 
posal A? Do you have any part-time Reserve contingencies or is 
there any other aspect of the personnel problem that would present 
itself that you would like to call to the attention of the committee ? 

Admiral Kenner. No, sir; I do not think so. While ours is a small 
service, our problems are very, very similar to those of the Navy. 

Mr. Carnes. In the hearings last November—I have forgotten the 
exact term that was used, but are there not certain times when the 
Coast Guard sort of blankets in or calls to duty certain civilians to 
act Inconjunction with the Coast Guard? The Coast Guard Auxiliary, 
what would be their status under proposal A ? 

Admiral Kenner. None whatsoever, sir. 

Mr. Carnes. Do you think they should have any benefits at all ? 

Admiral Kenner. No, sir; they are not military in any sense of the 
word. 

Mr. Carnes. Then the Coast Guard has no peculiar personnel prob- 
lems not adequately covered in plan A? 

Admiral Kenner. No, sir. 

Mr. Bares. If the Coast Guard Auxiliary is activated in any sort 
of way and they have casualties, are they entitled to any benefits at all ? 

Admiral Kenner. Under FECA. 

Mr. Carnes. And you would like it kept that way ? 

Admiral Kenner. Yes, sir. We do not advocate any militarization 
or any military benefits for the Coast Guard Auxiliary. 

_Mr. Carnes. Does the Coast Guard think of any changes they would 
like to suggest, any supplements to plan A ? 
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Admiral Kenner. No, sir; not individually. 

Mr. Harpy. We certainly thank you for coming over and giving us 
the benefit of your thinking. 

Admiral Kenner. It has been a pleasure, sir. 

Mr. Carnes. Mr. Chairman, we want to hear from the Public 
Health Service and the Coast and Geodetic Survey, but I don’t think 
they are on hand this afternoon. 

Mr. Jounson. Mr. Carnes, you announced at the close of the-hear- 
ings yesterday that you would hear us Wednesday. I am in the process 
of preparing a statement. If it is the committee’s desire, I can extem- 
poraneously give a little talk, or put it off until tomorrow. 

I know the Coast and Geodetic Survey are not here, apparently on 
the strength of your statement yesterday afternoon. 

But I will do whatever the committee desires. 

Mr. Harpy. Since the Coast and Geodetic Survey is not here, sup- 
pose we defer it until tomorrow. We are just running ahead of our- 
selves today. 

Mr. Jounson. I did not want to delay the committee, sir. 

Mr. Carnes. We had planned to hear you late tomorrow afternoon, 
and we will leave it that way. 

Mr. Harpy. Under this set of circumstances, Mr. Myers, do you have 
another contribution for the committee ? 

Mr. Myers. No, sir; I just forgot my papers here. 

Mr. Harpy. I think under this set of circumstances, the committee 
will stand adjourned, to reconvene tomorrow at 2 o’clock. 

(Whereupon, at 3:50 p. m., the committee adjourned, to reconvene 
at 2 p. m., Wednesday, April 27, 1955.) ° 
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House or REPRESENTATIVES, 
SeLecr ComMirree oN Survivors’ BENEFIT, 
Washington, D.C. 

The committee met at 2 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 

Mr. Harpy. Let the committee come to order. 

We will resume our hearings on the survivor benefits program. 
And we are delighted to have as our first witness Vice Admiral Hol- 
loway, the Chief of Naval Personnel. 

Amanisel, I am especially glad to have you lead off here with the 
services’ point of view on this particular subject. 

We have had the privilege of working with a very able team rep- 
resenting the Defense Department, headed by Admiral Grenfell, and 
they have done a herculean job in trying to assist the committee, but we 
are glad to have you representing Navy and others representing the 
Army and the Marine Corps and the Air Force to give us a direct 


expression from the several services. 

So if you will just proceed. I believe you have a prepared 
statement ? y 

Admiral Hottoway. Yes, Mr. Chairman. I would appreciate the 
opportunity to read it to you, sir; to the committee. 

Mr. Harpy. Fine. 

Go right ahead, Admiral. 


STATEMENT OF VICE ADM. J. L. HOLLOWAY, JR., CHIEF OF NAVAL 
PERSONNEL 


Admiral Hottoway. Mr. Chairman and members of the House se- 
lect committee, as chief of Naval Personnel, I am grateful for the op- 
portunity to provide this select committee with my views in respect 
to the survivor benefit proposals recommended by the Department 
of Defense. 

As your committee is so well aware, the survivor benefits presently 
provided Armed Forces personnel are the cumulative result of years 
of legislative effort to insure adequate and equitable benefits to the 
survivors of military personnel. 

_ However, since much of this legislative effort occurred during war- 
time emergencies, which precluded any comprehensive analysis of 
the then existing coverage granted military personnel, many unfor- 
tunate duplications of benefits have inadvertently occurred whereas, 
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in other areas, many benefits have been woefully inadequate or in- 
advertently denied altogether. 

The confusion attending the availability of survivor benefits is 
particularly acute at the time the service member becomes a casualty 
and his widow is then confronted with the myriad of possible sources 
of benefits. 

It has been our experience that the average service widow, during 
the course of attempting to avail herself of existing survivor bene- 
fits, finds herself so involved in preliminary administrative procedure 
that she almost invariably reaches a point of emotional exhaustion 
with an attendant feeling of frustration and disillusionment which 
stems from the realization that the survivor benefits available to her 
family are in most instances completely inadequate. 

At the present time the Department of the Navy is attempting 
to overcome much of the confusion surrounding the subject of survivor 
benefits by an aggressive program which is designed to acquaint serv- 
ice personnel with positive information concerning survivor benefits, 
and also by establishing a program which provides the personal as- 
sistance of a naval officer to the family of the deceased immediately 
upon the death of the service member. 

And I would like to interpolate for the record, Mr. Chairman, that 
the pilot program of this last arrangement was initiated in the Fifth 
Naval District, which is in your district, sir. 

Mr. Harpy. Fine, and I hope it is progressing well, too. 

Admiral Hotioway. It is progressing exceedingly well, sir, and 
worked so well down there it has been adopted throughout the Naval 
Establishment, in all the naval districts, sir. 

Mr. Harpy. Fine. 

Admiral Hotitoway. Although these administrative efforts will go 
far toward enhancing the morale of career personnel by assuring them 
that existing survivor benefits will be made available to their families, 
the problem of adequacy yet remains. 

In my recent appearance before the House Armed Services Com- 
mittee in connection with the Career Incentive Act, I respectfully in- 
vited attention to the urgent need for increasing the benefits of career 
military service so as to overcome the excessive loss of trained naval 
personnel. 

Among the many considerations that have militated against a career 
in the naval service today has, of course, been the amount of pay made 
available to our people. Another, and in my opinion, a possibly more 
serious weakness in our career service today, is the inadequacy of our 
present survivor benefit program. 

No one will question, I believe, that the military profession includes 
a greater amount of hazard than civilian professions. And today, 
our young people, including our service personnel, are assuming family 
obligations early in life. It is therefore understandable when our 
career personnel question the desirability of continuing in a profession 
which places in jeopardy the future security of their families without 
some assurance that in event of death, their families will be given a 
modicum of security. 

In view of the general problem outlined, I respectfully submit that 
the enactment of a realistic and adequate law governing survivor bene- 
fits should be considered of paramount importance in our effort to re- 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 243 


establish a military career as a sought after and respected, as well as 
an exacting, profession. 

It is my belief that any survivor benefits program that will be effec- 
tive and adequate for career military personnel should include par- 
ticipation in the social-security program for all personnel on a con- 
tributory basis, thus providing service personnel with an opportunity 
to participate in the dapivpiient of future benefits for themselves and 
their dependent survivors. 

Also, this survivor benefit program should be so designed that sur- 
vivors will be provided a realistic level of compensation in accordance 
with their actual needs. 

Finally, this program should be one which is complete in itself and 
not require emergency legislation to cover wartime situations. 

Inasmuch as the proposal submitted by the peta of Defense 
uppears to satisfy the existing need for a well balanced and equitable 
iong-term program of survivor benefits, and since we in the Navy feel 
that the proposal will, if enacted into law, accomplish its avowed 
objectives and also contribute importantly to the genuine satisfac- 
tions of a career at arms, I earnestly commend the proposal to this 
distinguished committee for enactment into law by the Congress. 

Mr. Harpy. Admiral 

Admiral Hottoway. Thank you very much, sir. 

Mr. Harpy. We appreciate your statement and we appreciate your 
presence. There are just 1 or 2 little questions I would like to raise. 

Particularly, I am interested in the fact that of the numerous ele- 
nents that go to make up survivors’ benefits under the present chaotic 
situation the only one that you singled out for comment was social 
security. : 

[ notice you have a specific recommendation with respect to social 
-ecurity and I wondered why you picked that one out of all of them to 
specifically recommend that to be included ¢ 

Admiral Hottoway. Well, Mr. Chairman, I am—you have me a 
little at a loss on that, too, sir. [Laughter ] 

To be honest, I do think that the whole program is intensely im- 
portant. 

Mr. Harpy. You just want to be sure you are in step with the rest 
of the Defense Department ? 

Admiral Hottoway. And I think it was in order to mention that. 
| Laughter. | 

Mr. Harpy. The reason I asked the question was not to be facetious 
ut all. 

Admiral Horttoway. Yes, sir. 

Mr. Harpy. I wondered if whether you had any real, strong per- 
sonal convictions about the social-security program as an element of 
this total? 

Admiral Hotxoway. I have a feeling that it is a most desirable 
element of the program. 

I want to say, though, here, that I consider one of the most im- 
portant things for the military is the cherishing of their retired career 
compensation. 

Mr. Harpy. Well, are you proposing that social security be sub- 
stituted for 

Admiral Hottoway. No, indeed, sir. 
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Mr. Harpy. Well, now, are you proposing that social security be 
an additive requirement program ? 

Admiral Hottoway. That is what we are proposing. 

Mr. Harpy. Well, now, is that based on a study of the adequacy 
of the present retirement program or is that just a wishful 
proposition ? 

Admiral Hottoway. May I ask the committee to help me on that, 
sir? 

Mr. Harpy. Of course, I know what the committee’s position is on 
it. That isall right. Sosuppose we just skip over that. 

Admiral Hottoway. All right, sir. 

Mr. Harpy. That is really the reason that I raised questioned points, 
was to find out whether you had any very strong personal feelings 
about these particular aspects of it. 

We pretty well understand the feeling of the committee. 

Admiral Hottoway. Yes, sir. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. No, sir. I think I understand the point of view of the 
Department. We have covered these matters thoroughly, and I am 
sure that the captain and the admiral have conferred with Admiral 
Holloway on these things. 

I don’t think there is much need of pursuing it any further at this 
time. 

Mr. Harpy. My only thought was that there might have been a 
strong personal conviction, and that was the only reason that I raised 
the point. 

Mr. Kean ? 

Mr. Kean. As I understand it, there is a conviction that they want 
more retirement pay and that is the reason they are so strong in favor 
of the social security. 

Mr. Harpy. You know, I am reluctantly arriving at that conclusion 
myself. 

No further questions ? 

(No response. ) 

Mr. Harpy. You have anything, Steve? 

Mr. Carnes. Yes, sir; I have a few questions I would like to ask. 
Admiral Holloway, if the military be placed under contributory:social 
security, you understand that that contribution will be predicated on 
the gross pay of the man, according to a chart that has been prescribed 
by the Kaplan Committee. 

On that chart an enlisted man, E-1, would have to pay from his 
salary, from the $81 a month which he gets, a contribution of 2 percent 
of $200, or $4 per month, which is a reduction of approximately 5 
percent in the pay of that man. 

Do you have any reservations about the fact that the enlisted men 
in those grades will immediately be willing to forget that much of 
their pay in lieu of the benefits which they will derive therefrom ? 

Admiral Hottoway. May I answer the distinguished counsel, Mr. 
Chairman? 

My personal view is that it is a reasonable situation in view of the 
fact that the actual pay in cash of this lower enlisted rating is almost 
completely free of expense. A man particularly in that position is 
fared and housed and cared for, so that his equivalent remuneration 
is considerably more than the base pays he is actually getting in cash. 
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So that if we consider that part of it, I don’t believe that the fore- 
sighted enlisted man just starting out at a career will object to that. 

Now there can be objections on the part of young people any time 
you take some of their liberty money away from them, regardless of 
the long-range objectives you have in mind. 

Mr. Harpy. I wanted to ask you that question, whether—although 
I think there is considerable validity in the point that you make, that 
this is a cash receipt by the enlisted personnel against which they have 
very limited obligations in most cases. 

Admiral Hottoway. That is right, sir. 

Mr. Harpy. but, as a rule, I do not believe that very many of them 
save very much out of that. They succeed in spending most of it, don’t 
you think ? 

Admiral Hottoway. Probably they do, sir. 

Mr. Harpy. So this would reduce their spending money to that 
extent. 

Admiral Hotitoway. Although the prudent man, particularly the 
type of man that is thinking about a career in the service or thinking 
about his future—the prudent man will see the benefit of this, sir. And 
those that are not sufficiently prudent, perhaps we are doing them a 
service. 

Mr. Harpy. Well, he will receive the benefit of it provided they 
didn’t take the position that retirement is provided without any con- 
tributions. 

Heretofore, we haven’t had to make any contribution for such sur- 
vivor protection as we received. Now, we have been getting $160 a 
month social-security credit, and we haven’t paid anything. Why 
should we now be called on to pay $4 out of our $81, which is what 
it amounts to. 

Of course, we have raised the question repeatedly as to whether we 
may find ourselves in a position of having to increase service pay to 
offset the deduction. 

Admiral Hottoway. Well, Mr. Chairman, I can only say in that 
connection that as far as I am concerned in my recommendation to 
the Chief of Naval Personnel and the Secretary of the Navy and 
the Secretary of Defense, I would not recommend an increase of pay 
at those lower ratings to compensate for such an arrangement if the 
Congress in its wisdom saw fit to impose it. 

Mr. Harpy. Just one other aspect of it, I think I would like to men- 
tion in passing. At the present time, the deduction is based on 2-per- 
cent employee contribution. The act provides for it going up to 4- 
percent employee contribution, which means that when we reach that 
period—I don’t recall what the date is, but when we reach that period 
Bree of taking $4 out of this serviceman’s pay—what is the date 
of it? 

Mr. Kean. 1970. 

Mr. Harpy. Of course, that is a little while off. 

Mr. Kran. But it goes up in 1960 a half point, another half a point. 

Mr. Harpy. My point is when we get to the eventual level which 
is now prescribed in the act, we will be taking $8 out of that fellow’s 
pay, which is 10 percent. 

Admiral Hottoway. Yes. 

Mr. Harpy. I just wonder you wouldn’t have a liftle problem in- 

volved, 
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Anyway, go ahead. 

Mr. Bares. That will be the same for civilians, too, Mr. Chairman. 

Mr. Kean. I want toask a question. 

Mr. Harpy. Mr. Kean. 

Mr. Kean. Admiral, I don’t know much about this military and 
naval pay, not being on the Armed Services Committee. This $81, 
that is free money. That is free money, of course, for the single mau, 
but is it free money for the married man, too? 

; Doesn’t he usually allot some of the money to his family, and so 
orth ? 

Admiral Hottoway. Mr. Kean, in detail, I can’t—we can docu- 
ment this in detail for you, but in general what happens is that when 
the man marries he makes a certain contribution and the Government 
makes a certain additional contribution. 

Mr. Kean. Yes. 

Admiral Hottoway. So that his actual income is considerably more 
than the $81. 

Mr. Kean. That is right. But 1 meant the cash available to the 
man that is married, if he is taking care of his family 

Admiral Hottoway. Yes, sir. 

Mr. Kean. Or that has some dependent parents that he feels re- 
sponsible for, will be less than that $81, won’t it? 

Admiral Hottoway. Your observation is essentially correct, sir. 

Mr. Kean. Considerably less in many cases. I mean, it might be 
down to half that or less. 

What is the usual amount of allotment, I mean based on the average 
married man? How much money does he keep for himself, usually ? 

Captain Martineau. $40. 

Captain Hoyr. In order to qualify for the dependents’ rental allow- 
ance, he has to allot $40. 

Mr. Kean. $40? 

Captain Horr. The Government then adds to that $51, and if he has 
2 dependents, $77 and if he has 3 it goes up to $97. 

Mr. Kean. Yes. So then—you would say that the average married 
man or the average man with dependent parents that he feels respon- 
sible for—the cash he has left now would be about $40. 

Admiral Hottoway. That is right. 

Mr. Kean. So that the $4 would be about 10 percent of that amount. 

Admiral Hottoway. That is right. 

Mr. Kean. Thank you. 

Mr. Carnes. Admiral, I think we have fully pursued that point. 

There is one other question I would like to aie If this committee 
were to be successful in evolving what they deem and what Congress 
deems a highly appropriate surviver-benefit program and it was agree- 
able with the Department of Defense, do you think the mere existence 
of a good survivor-benefit program would in reality enable the services 
to recruit more men or to hold those whom you now have in the 
service ? 

Admiral Hottoway. I 

Mr. Carnes. Pardon me, sir, but do you think you could point to the 
survivor benefit program and that this would make some difference in 
some people’s minds who may be on the fence, so to speak ? 
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Admiral Hotitoway. Oh, definitely. I think your second criteria is 
much more important—the holding and the recruitment. The younger 
people are the less prudent and forwardlooking there. 

But once they get in the service and acquire responsibilities, then— 
and most of them acquire their rseponsibilities of matrimony, and wife 
and children, after they etner the service. They enter young without 
chick or child. They serve in the service say for 3 or 4 years. 

Say a young blue cadet or a young naval graduate or a young ROTC. 
During that period he often takes unto himself a wife and then comes 
children. Then the big thing is whether to go career or not. We have 
a pretty valuable experience invested in many in that first 3 or 4 
years. And I think one of the important criteria in his mind whether 
to go career or whether to resign or be discharged upon the completion 
of his obligated service is the survivor benefit arrangements. 

Because a man thinks of his family. That is one of the—with this 
generation marrying, sir—they are marrying very young. And it is 
true all over the country, not just in the Army and Navy and Air 
Force and Marine Corps. 

They think of their family. It is bound to be an important element 
in encouraging them to go career, and that means reduce the turnover, 
save experience and have a more stabilized career minded organiza- 
tion. 

There is no doubt in my mind on that, sir. 

Now, this is only one of many facets. Thiscontributes. The pay bill 
contributes. Survivor benefits contributes. Such appropriate medi- 
cal care of dependents contribute. 

All of those things are contributing. Survivor benefit I count a 
most important one in creating career-minded necessities and career 
incentives in our young people, sir. 

Mr. Carnes. All right, sir. 

Mr. Harpy. We certainly thank you, Admiral. We appreciate so 
much. your helping us. 

Admiral Hotxtoway. Thank you, sir. 

Am I excused, sir? 

Mr. Harpy. Yes, sir. 

Admiral Hottoway. Thank you very much. It is always an honor 
to appear before this committee. 

Mr. Harpy. Fine. 

Now, we will have Gen. Donald P. Booth, representing the Depart- 
ment of the Army. 

General, if you will just have a seat. 

I believe you have a prepared statement, also ? 

General Boorn. Yes, sir. 


STATEMENT OF GEN. DONALD P. BOOTH; ACCOMPANIED BY COL. 
EDWIN L. BRINCKMANN, REPRESENTING THE DEPARTMENT OF 
THE ARMY 


If it is your pleasure, I would like to file the prepared statement 
with the committee for their record, and speak on 2 or 3 high points 
that are of interest especially to the Army. 

Mr. Harpy. That would be fine, General. 

We would appreciate very much your comments. 
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General Boorn. I appreciate this opportunity to appear before 
you on behalf of the Department of the Army in support of the uni- 
formed services survivor benefits bill, under consideration by this 
committee. 

In the Army, we know that our personnel feel greater peace of 
mind and have higher motivation to accomplish their tasks better 
when each knows that in event of his death on active duty the sur- 
vivors will have an adequate base of benefits. 

We do not believe that there should be any difference in benefits 
payable to dependents among members of the service doing the same 
or essentially the same jobs when the sole difference depends on the 
component of the member of the Army. We do believe that there 
should be a difference in emoluments paid to the survivor on the basis 
of the pay of the service member. 

I believe the social security coverage which this bill entails will be 
accepted by most career Army personnel. The coverage proposed 
is an addition to retirement pay on reaching age 65 and includes 
social security coverage for the family on a permanent basis. 

Balanced against this benefit must be considered the impact of a 
payroll deduction. Most people do not accept with pleasure a re- 
duction in their take-home pay. There is also an understandable 
tendency for the personnel now in service to disapprove withdrawal 
of any part of the pay they now enjoy. I think the contributory fea- 
ture of this bill will be readily accepted by new personnel coming 
into the Army and I feel that when the full import of social security 
is understood—and when it is recognized that the present free cov- 
erage was never intended to be continued permanently—the contribu- 
tory feature of this bill will be gracefully accepted by those now in the 
service. 

The system of survivor benefits for which this bill provides will 
give to the members of our Defense Establishment a degree of se- 
curity which is essential to the maintenance of high morale. Within 
the Department of the Army we are confident it will exercise an ef- 
fective motivation for career service among many who might other- 
wise find the attractions of civilian occupations more appealing. It 
should also increase the participation in the Reserve program. 

The first point I would like to mention is that I would like to re- 
enforce the statement of Admiral Holloway that as far as the Army 
is concerned, we would like to have legislation such as the plan A that 
is your proposal now, to eliminate the inequities, inadequacies and 
the complications of the existing situation as it exists today in the 
various pieces of legislation affecting dependents benefits. 

The second point is that the Army feels quite strongly on the matter 
of relating the compensation to dependents to the pay of the deceased. 

And the third point that I would like to speak upon is the reaction 
to personnel in the services to social security. I believe that the career 
military man will accept when he knows the benefits that are to come 
from this proposed plan A—he will accept gracefully the pay, you 
might say, cut that he will get. 

I believe in particular, after it becomes a question of the new people 
coming into the service, knowing that in accepting it that it will be 
taken for granted and they will realize that it is a benefit to the mili- 
tary man—and I believe the military man as he grows older and gets 
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more responsibilities in his job will.realize even greater benefits from 
the program. 

Mr. Harpy. Now, General, you are thinking in terms of social secur- 
ity as it provides survivorship benefits, or are you thinking particu- 
larly with respect to the retirement aspect of it. 

General Booth. Well, I am talking of both, but particularly the 
effect that it will have on the widow of deceased serviceman at the 
time that she reaches 65, more than the effect on the retirement. pay. 

I think it should be additive, as Admiral Holloway, has stated to 
the retirement pay as it exists today, but it has the benefit, you see, 
of giving the widow at age 65 a benefit, whereas, the retirement pay 
does not have that benefit. 

Mr. Harpy. Well, that is a survivorship aspect which goes beyond 
any consideration of retirement. It is not an elective proposition on 
the part of the covered individual. And it raises this question in my 
mind, since you pointed out the interest of the widow in the bene- 
fits which would accrue at age 65. 

Is it your thought that the widow’s place at 65 is substantially more 
serious that it is at age 55 for instance, taken on an average ¢ 

General Booru. No, I should state not necessarily as far as the finan- 
cial point of view. However, she has less and less chance of earning 
an income herself. 

Mr. Harpy. She doesn’t have very much chance if she starts out 
fresh at age 55, does she ? 

General Boor. No, sir. 

Mr. Harpy. Her chances then are really not much better than they 
are at 65. 

General Boorn. No. There could be a lot of remedies at age 55, too. 

Mr. Harpy. I was thinking about the social-security aspect. 

General Boorn. Yes, sir. 

Mr. Harpy. This is a phase of it that you are discussing. 

A widow, until she reaches age 65, if she has no children, would 
receive no benefits under social security. 

General Boorn. That is right. But that is a weakness in the social- 
security law that affects all of the citizens of the United States, and 
not only the widows of the-—— 

Mr. Harpy. I wouldn’t think that the services would be going 
around asking to be covered by a weakness in a law that applies to 
civilians, the civilian part of our society. 

In other words, frankly, that is one of the weaknesses in the social- 
security which I hate to see very much applied to the military. 

At least, it seems like a weakness to me. 

General Boorn. I believe it is a weakness in the social security 
system now. 

I believe it would be perfectly appropriate for the Congress at its 

will to make a remedy of the social-security aspect. 
_ Mr. Harpy. But in providing a remedy for the military, certainly, 
it is not within the scope of this committee to make an expression with 
respect to social security coverage for all of the civilian occupations. 
You follow the thinking. 

General Booru. Yes. 

_ Harpy. That is bothering me at the moment on this particular 
subject. 


j5018—55 17 
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Well, excuse me, I didn’t mean—I hope I didn’t cause you to lose 
your trend of thinking there. 

General Boor. My main point was that I think that the widow at 
65, the widow of a military individual, whether he be in the Reserve, 
the National Guard, or the career military service, covered by the pro- 
visions of our plan A, should not have any less than the provision at 
65 that the citizen in general should have. 

Now, that does not cover the gap you are talking about and we would 
be perfectly willing to have that covered by increased benefits. 

But we should have no less, I believe, than the normal coverage of 
social security at 65. 

Mr. Harpy. Well, you are familiar with plan A, which is the com- 
mittee plan that is more or less subscribed to by. the Defense Depart- 
ment officially. 

General Boorn. I am not acquainted with the other plans, ex- 
cept 

Mr. Harpy. Let’s talk about plan A. 

General Boorn. Yes. 

Mr. Harpy. I suppose you have observed that under that plan and 
the charts that were submitted with that plan, that widows—regard- 
less of when the death occurs, unremarried widows until they reach 65 
receive no social security consideration at all ? 

General Boorn. That is right. 

ae there is no question but what that is the weakest part of the 

an. 
* Mr. Harpy. And conversely, where you have a situation with chil- 
dren involved or with other benefits that makes the widow’s benefits 
as a whole appear to be fairly reasonable, then you have a sharp in- 
crease at age 65 above that which applied up until age 65. Do you 
think that there is real merit in that, insofar as service widows are 
concerned ¢ 

General Boorn. Well, it is exactly the same as the social security 
provides and that is why it was adopted. 

Mr. Harpy. Well, that is why it was adopted—— 

General Booru. I see the point you are making, but—— 

Mr. Harpy. I am a little bit surprised to see you advocating the 
acceptance and of something that seems to me to be inadequate. 

General Booru. But of course the family benefit in there is of im- 
portance to us. 

Mr. Harpy. Of course it is. But I don’t subscribe to the theory 
that we need to take a program in toto if it is not suitable to the pur- 
poses that we are trying to accomplish. I didn’t mean to get us off on 





that track. 

Go ahead, General. I interrupted you before you finished your com- 
ment. 

General Boorn. No. I had concluded the high points that I wanted 
to mention. 


Mr. Harpy. Well, we appreciate it. Any questions, members of the 
committee / 

Mr. Bares. No, Mr. Chairman, I think you make a good point on 
that issue, but I think it should be remembered there is only so much 
money in the pot, and the distribution of that money becomes some- 
thing we must consider. 
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If we are going to increase it in one place, we have to get some money 
from some source to provide that additional increment. j 

Mr. Harpy. I think that is a point that is well made. But I think 
insofar as the widow is concerned, she is going to be in just as bad cir- 
cumstances at age 55 as she is at 65. It woul seem to me that if you 
have to take the amount available for payment of the widow for that 
whole period, it would be better to even it up. 

Mr. Bates. There might be some way to average it out. 

Mr. Kean. Mr. Chairman, you might be interested in the fact that 
in the course of preparation now is a bill to be written, which I am 
introducing, to reduce the age for widows under social security to 60. 
That will cost one-third of 1 percent of payroll. 

Mr. Harpy. Of course, that would ce in this kind of a situation. 

Mr. Kean. Yes. 

Mr. Harpy. But it wouldn’t meet it—— 

Mr. Kean. I would also say that the Social Security Administra- 
tion are strongly opposed. So I am not hopeful that my bill will be 
enacted. 

Mr. Harpy. I was about to ask you next, whether you were ready to 
predict what would be the likelihood of early approval. 

Mr. Kean. No. They are opposed in general, I believe on the basis 
that that is one step in reducing the total age of women to 60, and if 
you reduce the total age of women to 60, of course they fund about a 
billion dollars a year, and the fund as you say just can’t afford that. 

I would like to ask one question, General: I notice you say there 
should be a difference in the emoluments paid to the survivor on the 
basis of the pay of the service member. Now, I am in full agreement 
on that theory with reference to the career personnel. But I am not 
sure and 1 wonder whether you believe that the widow of a young 
man who happens to enlist—go to officer school to become an officer 
for 3 years in order not to be drafted as a private—whether that widow 
if an accident occurs or something occurs is deserving of more pay 
in retirement than the widow of the ordinary drafted man. 

As I say, I am in agreement with the career personnel, that it should 
be based on pay. 

General Boorn. There may be, of course, some equities come from 
that situation, but in general I think not. I think it is a perfectly 
good objective to have it based in part anyway on the differential in 
pay between the inducted man and the officer that may be brought in 
against his will. 

Mr. Kean. Even though he has come in in view of the draft for 
the 3 years rather than the 2 years. 

General Boorn. He is getting more pay of course in the service. 

Mr. Kran. Yes—— 

General Boorn. Because he is taking care of added responsibilities, 
that he is responsible to the Government and the Army for, and it 
represents of course a difference in even at that age the success he has 
made so far in life. 

Mr. Kean. Of course, he would be getting—if plan A should be 
accepted and he would get the social security, he would be getting more 
under social security, but should he also get more under other pay, 
too, from the VA ? 

General Boorn. I think he should. 
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Mr. Kean. It doesn’t seem to me the difference ought to be very 
substantial. 

General Boorn. I am not acquainted with the tables now to indicate 
whether they are substantial. But I think there ought to be a dif- 
ferential there. 

It may not be a direct differential. It may be a certain base min- 
imum set and then a differential above that, that is connected with 
the respective pay of the two deceased persons. But undoubtedly, the 
two of them are earning a different scale of pay because of different 
responsibilities and the size of their responsibilities to the Government. 

Mr. Kean. Of course, my whole thought in this whole business is 
that the career personnel is something or somebody that we ought to 
give careful consideration to. Just like if you compare it with mdus- 
try, where they will take care of the people that are the presidents, 
vice presidents, and important people in that industry. 

At the present time I am inclined to agree quite a bit with the views 
of some of the veterans’ organizations that when it comes to people 
who are not career personel, that there is no rank in death. 

Mr. Harpy. Any further questions, Mr. Bates? 

Mr. Bares. No. 

Mr. Harpy. Mr. Carnes has a couple. 

Mr. Carnes. General, one of the fundamental survivor benefits is 
the 6 months’ death gratuity. Under plan A, that gratuity is pro- 
posed to be four times monthly gross pay. Last fall it was revealed 
in hearings that the Army is somewhat reluctant to pay this amount 
immediately on the station of duty where deaths occur. 

The Navy pays immediately with some consistency as do some of 
the other services. But we found that in a great many cases, the Army 
was forwarding this 6 months’ pay at a later date. Do you subscribe 
to the theory that whenever possible that this payment should be 
made immediately within a question of 12 or 24 hours? 

General Booru. I believe it should be paid as soon as it is proper to 
verify the death of the individual and the survivor, the legal relation- 
ship of a survivor to the deceased. 

Mr. Carnes. How long does that verification take ? 

General Boorn. I couldn’t answer that. You have me on the ques- 
tion I never looked up. 

Mr. Carnes. That was the question Mr. Kilday raised. Sometimes 
apparently you all are delaying that payment for 1, 2, or 3 weeks or 
maybe as much as a month, in order to get the verification to the 
next of kin. 

Mr. Kilday’s point was that you may, by paying the payment im- 
mediately in some few cases pay it to people who are not really entitled 
to it. There may be some dispute. 

But to the great mass of people, the 99 percent whom you do pay 
it to appropriately, they should have the money immediately at the 
very time they need it. The Army is apparently the only service that 
is not fiulfilling that immediate need to the same degree that some of 
the other services are. 

General Boorn. I had not heard that the Army was not complying 
with that policy that you have enunciated. I didn’t know there was 
any charge that that was the case. But I know 
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submitted the required form back to the finance center in time. But 
I was not aware that there was any actual delay in the processing of 
the finance center. 

Mr. Carnes. To the finance center where, Colonel ? 

Colonel BrinckMann. Indiana. 

Mr. Carnes. What about—— 

Colonel BrinckmMann. That is being changed. 

Mr. Carnes. Say at Fort Lee, Va., you have a man who has his wife 
and family on the station, and that man gets killed in an accident 
late that afternoon. Do you make the 6-month death gratuity immedi- 
ately available to that widow the next morning ? 

Does she have to have any form or does it a to go through any 
finance center at all? 

Isn’t the commanding officer at Fort Lee authorized to make that 
payment ¢ 

Colonel BrinckmMann. At the present time, no. But there is a pro- 
cedure being developed now where that will be permitted. 

Mr. Carnes. Yes. 

Well, that is the point I was making, General. 

General BootH. Yes. 

Mr. Carnes. At the present time, you all are not making those 
immediate payments, while some of the services are. 

Mr. Harpy. They are developing a procedure along that line. 
We congratulate them for doing it, even if they are a little slow. 
| Laughter. | 

Mr, Carnes. Fine. I don’t think we have any other questions for 
the general. 

Mr. Harpy. Thank you very much, General. We appreciate your 
presence here. 

General Boorn. It is a privilege to be here. 

Mr. Harpy. Now, we are privileged to have also General Lee, who is 
the Director of Personnel Planning of the Air Force. 

General Lee, come on up here. 

You know it has been quite a good while since you have had any 
words with me. 

General Lex. Yes, sir. 

Mr. Harpy. We welcome you again. 

I should say us. 

Mr. Bates says he wants to be included in that, also. 

Mr. Harpy. We are delighted to have you with us this morning. 

In view of the comments of Mr. Carnes, that he was making and the 
questioning he was just pursuing with the Army, since the Air 
Force did sort of take the lead in seeing that these payments were 
made promptly to the beneficiaries, a word of commendation, I think, 
and congratulation, is probably due to the Air Force for proceeding 
expeditiously on this question of taking care of the survivors. 

Geenral Lee. Thank you, sir. 

Mr. Bares. That is a good way to start, Mr. Chairman. 

Mr. Harpy. General, we are delighted to have you with us. I 
notice you have a prepared statement. Do you wish to read that 
or— 

General Ler. I would like to, sir. 

Mr. Harpy. Fine. 

Just go right ahead, then, General. 
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STATEMENT OF MAJ. GEN. MORRIS J. LEE, DIRECTOR OF PERSONNEL 
PLANNING, DEPARTMENT OF THE AIR FORCE 


General Lez. Mr. Chairman and gentlemen of the committee, I ap- 
poate the opportunity to appear before you in support of survivors’ 

venefit legislation now under Bay by your committee. 

During the past 2 years, the Defense Department has been em- 
barked on a program to accomplish the objective of making the mili- 
tary service more attractive as a career. The services have made 
substantial progress in the area of policy and procedure changes which 
have had a desirable effect on the average man in the service. 

The Congress has given wholehea support to those portions of 
the program for improving service attractiveness as a career requir- 
ing legislation. Two outstanding examples of legislative actions are 
the reenlistment bonus of last year, and the Career Incentive Act re- 
cently approved this year. 

The need for survivors’ benefit legislation is in the same category 
as the reenlistment bonus and the Career Incentive Act. Survivors’ 

_benefit legislation is one more important step which must be taken 
if we are to achieve our objective of increasing service attractiveness 
as a career. 

The Air Force has a deep concern for the welfare of surviving de- 
pendents of its members who are killed or who die while in the serv- 
ice of their country, or whose subsequent death is the result of such 
service. 

Our officers and airmen cannot perform their difficult and often 
dangerous tasks at maximum efliciency if they must worry about the 
welfare of their families in the event of their own death. 

Under existing circumstances, it often is difficult for the service- 
man to create an estate which would provide a widow and her chil- 
dren with an income sufficient for even a bare minimum standard of 
living. All too frequently, the death of a member has resulted in a 
drastic lowering of the standard of living of his surviving depend- 
ents, loss of educational opportunities for his children and in other 
hardships. 

It is not possible for many members to carry enough life insurance 
to provide sufficient coverage. Moreover, during periods of interna- 
tional tension or war, as has existed for the past 10 years, commer- 
cial insurance usually is not as available to service members as in 
normal times. Even when no “war clause” exists, strict limitations 
on the use of military aircraft are generally included in standard 
policies. 

The situation of the widow of a retired member is often also de- 
plorable. She has no service income following the death of the re- 
tired member, and is usually reliant on a meager pension from the 
Veterans’ Administration paid under very restricted circumstances. 
She is probably at an age when employment or remarrying oppor- 
tunities are very limited. Unless the retired member has been able 
to create an estate during his years of active membership or was able 
to participate under the Uniformed Services Contingency Option 
Act, the widow will suffer hardship. 

The Air Force believes that a realistic system of survivorship bene- 
fits should (1) provide uniform benefits for the survivors of all mem- 
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bers similarly situated; (2) relate such benefits to the active duty 
earnings of the member; and (3) place military personnel under social 
security on a full participating basis. 

The proposal for legislation now under consideration incorporates 
each 4. these principles and will go far toward alleviating existing 
problems. 

The provision for full participation in social security is an important 
step forward, and should it become law, the Air Force believes its 
personnel will readily recognize the advantages of this coverage. 

The Department of the Air Force believes that this legislation is 
necessary, that the benefits to be provided surviving dependents of 
officers and airmen are adequate, that the plan is fair and equitable 
in its concept and a necessary part of the program to increase the 
attractiveness of the service as a career. 

Thank you. 

Mr. Harpy. General, you have gotten into some discussion of the 
social security and I presume that you may have anticipated that I 
was going to raise a question similar to the one that I asked Admiral 
Holloway. : 

Now, what is your feeling about the urgency of the social security ¢ 

Is it based primarily on the thought that it is needed from a sur- 
vivorship standpoint, or is the Air Force advocating it as an addition 
to the retirement ? 

General Ler. I think it is both, Mr. Hardy. I think—in consider- 
ing this, we must consider that (1), the present rights, as well as 
privileges, under this act will disappear in June of 1955. Therefore, 
we need some continuation of a benefit that we now have. 

(2), following that line of reasoning, this very important item in 
our survivorship benefits pertains primarily I think to the widow with 
children, 1 or 2 or more children, and it appears to me in looking 
over the benefits available te a widow that the benefit derived from 
social security is a very important benefit for the few years that may 
remain in her life where the children are under 18 years of age. 

Mr. Harpy. Suppose we would agree immediately that certainly 
there should be a survivor benefit based on children that are under 
age, does it necessarily follow that the only place that that can be 
adequately provided is in social security ¢ 

Genera Taek Oh, no, sir; that does not follow. 

Mr. Harpy. I was thinking that the Veterans’ Administration have 
had some payments because of children. And I was wondering 
whether it was necessary that it be supplied under social security. 

Then your principal concern would be with the adequacy of benefits, 
rather than a particular stipulation that a portion of them should 
come from social security ? 

General Ler. Yes. 

[ think that we must talk about the benefits that the survivor obtains 
from the program. 

Now, this system that we are discussing here today, plan A, as I 
see it 

Mr, Harpy. That is what you are talking about ? 

General Ler. Yes, sir. 

Mr. Harpy. But that is not all I am talking about. 

General Ler. I understand that. 
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But this system I am discussing with you today does provide reason- 
able benefits as I see it for the survivor and of course, as I say, the 
greater portion of it comes from that which we are already getting, 
that is the benefits of social security. 

Mr. Harpy. You subscribe to plan A, then, as it is written. 

General Lee. Oh, there may be some minor modifications necessary, 
Mr. Hardy, on that I would like to reserve my statement but I say 
that I certainly subscribe to, and the Air Force subscribes to, the prin- 
ciple that is in that program, yes, sir. 

Mr. Harpy. You would prefer to see some adjustment in the widow’s 
situation, would you not? 

General Lex. I don’t know whether I understand you, Mr. Hardy. 

Mr. Harpy. Well, there are certain conditions under plan A where 
the widow would receive only $89 a month if there were no minor 
children involved after she reached the age of 65, or would it be your 
contention that after she reached 65, that $89 is a reasonable figure? 

_ General Ler. No; I think we would like to see more in there; yes, 
sir. 
Mr. Harpy. Let’s put it another way. Would it be your feeling 
that her need—take a widow at age 55: Is her need substantially any 
less than it is at age 65? 

General Lex. It could be. I have tried to analyze that problem 
prior to coming here today. It appears to me that you can have the 
widow at 65 needing that extra money more than she needed it at 
55, and certainly vice versa. 

And I just don’t see——[ Laughter. ] 

I don’t see how you can answer that question with a “yes” answer. 

Mr. Harpy. I don’t think you can, either, General. 

General Ler. It is a difficult one, and I have tried to analyze it. I 
have done it on a personal basis for my own family and have tried 
to develop the suitable answer, from insgrance and other things. It 
is difficult to say whether 65 years of age is the critical point or, as 
Congressman Kean mentioned, is it 60, or do you back it off as you 
suggest perhaps to 40. I think it depends on the family condition of 
that widow. 

Mr. Harpy. Well, if a widow is dependent on employment, employ- 
ability—if she hasn’t had a job previously at age 50, her employability 
is not very good. 

General Ler. Not very good, or are her remarriage capabilities 
very good. 

Mr. Harpy. It is diminishing, put it that way. 

General Ler. Yes, sir. 

Mr. Kean. Of course, that depends somewhat on the age she starts 
being a widow. 

Mr. Harpy. That is exactly right. 

Mr. Kran. If a person starts being a widow in the twenties and 
thirties, she certainly ought to be able to get a job or remarry. 

Mr. Harpy. She might have a choice. 

Mr. Kean. If she is taking care of the old man, which I think is a 
very important job, from the age of 22 until the age of 60, and then 
she suddenly dies—he dies—— 

Mr. Harpy. That isa very interesting speculation. 

Mr. Kran. She can’t get a job at 60. 
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Mr. Harpy. That is the problem. 

Mr. Kean. That is the problem. 

Mr. Harpy. That has worried some of us on the committee con- 
siderably, and that is one of the weaknesses that it seems to me to exist 
in the adoption of the social-security program as a major part of this 
survivor-benefits program. 

Mr. Carnes. Henmeat have you had an opportunity to even scan 
the broad general principles inherent in plans B, C—1, and C-2? 

General Lez. No, sir; I have not. 

Mr. Carnes. Well, then, you are saying that you endorse and the 
Air Force endorses plan A. You endorse it because that is the only 
plan that you have had a chance to evaluate. 

You don’t endorse it over the other plans that have been presented 
to the committee ? 

General Ler. That is right. I have not seen the other plans. I 
have participated a small bit through—now, I guess years, on the 
development of a plan, and I see in plan A much of what I have heard 
in the past. 

Mr. Carnes. But by the same token, if you were to review plans B, 
C-1 or C-2, just as plan C-2 provides a widow with a minimum 
benefit of $150 a month, of which the chairman was speaking—maybe 
that feature of plan C-2 you would like much more so than the feature 
of widows contained in plan A. 

General Ler. Yes, sir; that is certainly logical. 

Mr. Carnes. Mr. Chairman, the point I am making here is I think 
that perhaps all of these gentlemen who are testifying this afternoon 
haa be fully aware of the fact that there is more than just a plan A 
before the committee for consideration. 

Mr. Harpy. I think they will by the time they leave here. 
| Laughter. | 

Mr. Carnes. General, one other question. How many men would 
you estimate roughly in the Air Force can’t obtain commercial in- 
surance at normal standard rates because of their occupational hazard ¢ 

General Lee. I would hesitate to estimate that for you, Mr. Carnes, 
but I will get the answer for you, if you would like to have it for the 
record, 

(The information received appears as appendix QO). 

Mr. Carnes. I think that may be of some interest. 

Mr. Teague. General, in connection with that, would you tell us the 
situation as far as flyers getting commercial insurance ? 

General Lee. I believe that is what counsel has reference to. 

Mr. Tracur. But I was speaking about what insurance can they 
get and what kind of a price is placed on them ? 

General Ler. There are many companies that will not insure a pilot. 
I don’t have those figures. We did have them for the House Armed 
Forces Committee during the pay hearings. I certainly can make 
them available to you. But ions are many companies who will 
hot——- 

Mr. Tracur. Well, General, can you get any insurance? 

General Ler. You can get a limited amount, and it is limited in the 
dollar amount that any insurance company will put on one man. 

Mr. Carnes. But you can go from one company to another and get 
several policies, can you not? 
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General Lee. I am not sure that you can even do that, sir. 

Mr. Carnes. Can a jet pilot, for instance, get any insurance? 

General Ler. Yes; they can get a little insurance. But some com- 
panies will not insure them. Of course, the rates are always higher. 

Mr. Carnes. Well, as this committee is considering the subject of 
survivor benefits, do you think that that group—you don’t know the 
number. It may be 1,000, it may be 50,000, in the Air Force. 

Do you think that that group is of a sufficient number that it may 
present a special problem to which this committee should give due 
consideration to before it completes its study ? 

General Ler. Certainly, the committee—I would suggest—should 
be aware of all of the pilots, or of the individuals in all services that 
are having that difficulty. 

I aahl exadlk for I think other services here, too, because they have 
some of the problems that we have. 

Mr. Carnes. If it were a particular problem, it seems to me that 
you would be sort of dumping that in the laps of the committee at this 
particular time. 

General Ler. Yes; I understand. 

Mr. Harpy. Now, look, we have enough problems. I don’t want 
to be in the position of encouraging you to bring in any more. 

But we want to do as thorough and complete a job as we can with 
this particular subject. So if there are any aspects of it that we 
haven’t gotten into, we would like to be advised. 

General Lee. I believe that this bill, or perhaps the other bills that 
counsel mentioned—I believe that this one certainly would suffice in 
the area that you are concerned about. 

But there is no question but what we have a group of people who 
have very much difficulty in getting insurance. 

Mr. Carnes. But in such areas as the chairman mentioned, which 
you all discussed, the widow’s situation, C-2 provides assurance that 
a widow gets a minimum of $150. Of course, it comes from many 
sources. 

I don’t want to mislead you. 

General Ler. Yes. 

Mr. Carnes. But I think as you go back and evaluate this, that your 
testimony would be liable to be changed so you would like to pull a few 
pieces out of these other plans, to come = with a more composite 
thought as to what the official position of the Air Force may be. 

General Ler. Well, I can understand your point, and I would have 
to agree with the logic in it. 

Mr. Harpy. Is the position of the Defense Department in support 
of plan A binding on the Air Force? 

Cesetal Lee. No, sir. 

Mr. Harpy. So it isn’t restricting your observations? 

General Ler. No, sir. 

Mr. Harpy. That is fine. That is the kind of testimony we want. 

Mr. Carnes. Fine. 

Mr. Bates. Mr. Chairman, I wonder if I can digress—— 

Mr. Tracue. If it wasn’t, then certainly would have been more 
aware of the other plans. 

Mr. Harpy. Go ahead, Mr. Bates. 

Mr. Bares. I wonder if I could digress for just a moment. 
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The General brought up several points, and Admiral Holloway 
brought up several points concerning the legislation which we have 
already passed having to do with the attractiveness toward the service. 

Now, when we had the pay bill before us, I think perhaps excepting 
for the Marine Corps, the figures were not complete as to the effect 
of the reenlistment bonus or the establishment of more commissaries 
we will say in the Air Force, or the Contingency Option Act, or the 
pay bill which we recently panne 

ns have any late information on the effect of these combina- 
tion of benefits in regard to reenlistments or the continuance on active 
duty, as far as other people are concerned ? 

anaien) Lee. As far as the reenlistment rates are concerned, we see 
an uptrend, Mr. Bates. 

Our figures are not firm for the months from rag through 
April, but we do have preliminary reports which indicate that we are 
getting a turn for the better. 

Mr. Bares. Do you have any indication of the degree ? 

General Ler. I would think in the area of 5 percent at the moment, 
on this preliminary. 

Mr. Raves. 5 percent. That about pays for the reenlistment bonus. 

General Ler. Ves, sir; we would say that is right. 

Mr. Bares. That is what you anticipated ¢ 

General Ler. Yes, sir. 

Mr. Bares. A 5-percent increase would amount to about $75 million 
in saving. 

General Ler. Yes, sir. 

Mr. Bares. Asa result of that legislation. 

General Ler. Yes, sir. 

Mr. Bares. Now, if we have any later information down there, I 
think the committee should have that. 

General Ler. Yes. Well, I will get any firm figures I have and 
present them to the committee. 

Mr. Bares. I think we ought to have that, Mr. Chairman, from all 
the Armed Forces, because it has a very definite association with this 
particular piece of legislation. 

What progress are we making in the program which we undertook 
a couple of years ago to make the service more attractive ¢ 

General Ler. I do not have any specific reenlistment figures with 
me, but I do know that enlistments and reenlistments are up from a 
year ago. I think that the legislation being considered by this com- 
mittee, if enacted, will help our cause. 

Mr. Harpy. Since this is sort of a corollary to these other aspects, 
of morale building and making the services more attractive, I think 
it would be well to have that. 

Mr. Bares. Yes. 

Mr. Harpy. Now you recall the discussion that we had with Ad- 
miral Holloway concerning the likelihood of their being a quest or a 
movement to increase service pay because of social-security deductions 
if we put that into effect ? 

What is your feeling about that ? 

General Ler. I would back up the Admiral’s statement, that we 
would not be required or would not see the need for asking for in- 
creased pay for the individuals as a result of subtraction from their 
pay, shall we say, of the tax for social security in this program. 
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Mr. Harpy. Your enlisted men are not on shipboard a considerable 
amount of their time and they have more opportunities to spend their 
pay than the sailors do. 

General Ler. Yes, sir. 

Mr. Harpy. But you have not heard any of them being concerned 
about being overpaid. You don’t think this $4 taken out of his pay, 
of your E-1 or your E-2, is going to make him dissatisfied ? 

General Ler. No, sir. I think that the services, certainly the Air 
Force, will undertake some educational program with regard to any 
legislation that may be passed in this area, where it requires the man 
to pay out something. 

We will undertake to explain it to him so he understands the bene- 
fits that he may get from it, particularly if he stays with us. 

And I believe the proper salesmanship can sell this without any 
difficulty. 

Mr. Harpy. Now, are you facing a right rough situation in this 
respect ? 

At the present time and up to now, since 1940, he has been getting 
$160 wage credit for which he has paid nothing? 

General Lee. True. 

Mr. Harpy. So now we are proposing to give him only $40 more in 
wage credit and charge him 4 dollars a month for it? 

General Ler. Well, that is certainly true. 

As I say, I think we are going to have to show him that this is an 
important item, that the $160 I presume was a wartime item and we 
have been very fortunate to have it and I think we should 

Mr. Harpy. You boys in the Air Force are high-powered salesmen, 
but I don’t know if you are that good. 

And then when you reach the point where your contributions go 
up and eventually to 4 percent instead of 2 percent, of course a lot of 
things could happen to pay raises between now and then, but if your 
pay rates increase why we would be working on gross pay ? 

General Ler. Yes. 

Mr. Harpy. So our percentage would most likely be the same, the 
percentage of his cash payment ? 

General Ler. I think, though 

Mr. Harpy. Then you would be in a situation where you have him 
paying $8 for $40 additional coverage? 

General Ler. I think, Mr. Hardy, by the time he reached that era 
in time where he does pay that—I don’t know the act well enough to 
say when that is. 

But this man that we are concerning ourselves with now would be 
well aware of the program and be used to paying this dollar value 
as it increases and I think it would be something that he would accept. 

Mr. Bares. Yes, but you would have the new fellow coming in at 
that particular time who has not become acquainted with it. 

General Lee. The new fellow, Mr. Bates, could look around and 
see his contemporary in civilian life paying for his benefits under 
social security also. 

Mr. Bares. Yes; but that thought is not going to buy him more 
groceries. 

General Lze. No, sir; I agree with you. 

Mr. Bares. And that is the problem ? 
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Mr. Harpy. Anything? 

Mr. Teacur. No. 

Mr. Carnes. Just one further question, General. 

The Air Force as a general policy is trying to pay the 6 months 
death gratutity immediately where the family lives on the station of 
duty of the deceased, is that correct ? 

Gemnndl Lex. That is correct. 

Mr. Carnes. What has been your experience in that ? 

Have you paid people who in months later have caused you a great 
deal of trouble by having paid the wrong beneficiary or not? 

General Lez. I know of none. There could be some. 

Mr. Carnes. But they are very isolated cases as far as you know ? 

General Ler. Yes, sir; and I know of one instance, or one instance 
was reported to me recently where the casualty assistance office paid 
the widow the following day after the death of the husband. 

Mr. Carnes. I think that was the intent and purpose of the law 
when it was passed ? 

General Ler. I know of that particular instance, because it was re- 
pa recently to me, and I would assume there have been others 
like that. 

Mr. Harpy. Mr. Kean, you had a question ? 

Mr. Kean. General, you pay income tax on base pay; don’t you? 

General Len. Yes, sir. 

Mr. Kean. You are not afraid if we start taxing under social 
security on gross pay that a greedy government won't come along and 
say “You ought to be taxed on gross pay for income tax, too” ? 

General Ler. Mr. Kean, we are in your hands on that one. 
! Laughter. | 

General Ler. And we trust the Congress to look out for us in such 

matter. 

Mr. Harpy. That is a very interesting speculation. 

Mr. Kean. You think it is? 

Mr. Harpy. Because social security has refused to pay benefits based 
on income higher than the individual paid income tax on ? 

I have had a case of that. 

So now you might be right in a rough situation. 

Mr. Kean. It is not a joke entirely. 

General Ler. No, sir; I understand that. 

Mr. Harpy. No, sir. That could be serious. 

Mr. Teacup. I have a question. 

Mr. Harpy. Go ahead. 

Mr. Tracur. General, I wonder why, if you people are not bound 
by the Defense Department on this plan A, that you have not studied 
these other plans. 

You know, it is possible they could have made a mistake and that 
there could be a better plan in these some place. 

I am a little surprised that the services did not look at all the plans, 
if you were not bound to follow the Defense Department’s leadership. 

General Ler. Well, I think the answer to that, Mr. Teague, is that 
we certainly were not bound, and as I stated we were helping, assisting, 
and have been for some time, in developing a plan. 

I must confess that I have not looked at the other plans and I cer- 
tainly now wish I had. os 

As Mr. Hardy says, I am well aware that they exist. 





262 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


Mr. Harpy. Of course you have a representative on Admiral Gren- 
fell’s team. 

General Lex. Yes, sir. 

Mr. Carnes. Admiral Grenfell would like to make an observation, 
Mr. Chairman. 

Admiral Grenrett. I would like to come to the assistance of the 
general on that. 

Mr. Teague, my task force is charged with the responsibility of 
ee this particular problem with you fine gentlemen. I have 
to keep Mr. Burgess advised and the Joint Chiefs of Staff advised as 
best I can from time to time. 

I don’t think it was the intent of Mr. Burgess or the Secretary of 
Defense Wilson to impose this added duty on these busy gentlemen, 
personnel chiefs. 

We have that responsibility, sir. We will advise them as soon as 
we can about these other plans, of course. 

Mr. Tracur. I think, Admiral, it is just a complete waste of time 
for them to have to spend their day coming up here in saying we 
support plan A. That is my whole point. 

Unless they knew all the plans and were going to contribute more 
than that, I think it is a waste of their time to come up here. I read 
all of their statements and I don’t think a one of them has contributed 
a thing to the whole hearing. Because all they have said is repeated 
what you people have said to us. 

I think if they had studied the plans they might have contributed 
something. 

You know we have been trying to find some way of simplifying 
the thing. I suspect we will all come back and vote to support plan A. 
That is probably the way the whole thing will end. 

I still would like to have those people informed about those other 
plans and discuss them. 

Admiral Grenretu. Mr. Teague, it is my understanding the gentle- 
men were asked to come up here. 

Mr. Harpy. That is correct. 

Mr. Tracur. I would not be surprised if the counsel did not tell 
them to support plan A because he is supporting plan A. But I 
would still like to have the other plans discussed. 

Mr. Carnes. Mr. Teague, your assumption is incorrect. I have not 
conferred with any of today’s witnesses. 

Mr. Harpy. I think I will have to get into this situation here 
now. 

1 had specifically requested that these personnel chiefs give us the 
benefit of their views. It is not surprising to me that their prepared 
statements reflect pretty largely the reaction of the task group because 
they are represented on the task group. 

It is not too surprising to me that they are not apprised of the indi- 
vidual plans, some of which members of the committee are more in- 
clined to favor than they are plan A. 

I wish that the personnel chiefs were familiar with the other plans 
because I value their judgment so highly that I would like to have 
had them able to comment on them, but there have been some other 
things, I will say to my friend from Texas, some other benefits that I 
think the committee has derived from the testimony of these gentle- 
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men, in spite of the fact that I do not think their prepared statements 
have added very much to the total testimony. 

But the discussions I think have been helpful. 

Mr. Treacur. Admiral, I am sorry I mentioned the subject. 
| Laughter. | 

Mr. Harpy. Well, General, we do appreciate your presence here. 

I would like to make this kind of a suggestion: f hope you will 
find time, in spite of all of the pressures that you have, to familiarize 
yourself with the other plans. 

I hope you will find time to do it and out of the fertile brain that 
you possess maybe you can come up with something as a result of 
that that will help us arrive at a more satisfactory approach to this 
problem than thus far has come forth. 

If you can, without being under too much additional pressure, the 
committee will be most grateful. 

General Lez. Right, sir. 

Mr. Harpy. Thank you very much, General, for being with us. 

General Lez. Thank you. 

Mr. Harpy. Now we want to hear from the Marine Corps. We 
have General Nelson here, who will speak on behalf of the Marine 
Corps. 

Mr. Bates. You still want to read the statement, General ? 

General Nevson. I was just, going to state in the light of the recent 
conversation, I will be glad to file my statement. 

Mr. Harpy. General, might I make this suggestion, right offhand, 
right in the beginning : 

If you have any » el of solution on this thing that are 
completely independent of the task group, why, don’t hesitate to give 
them to us. 

General Netson. Very well, sir. 

Mr. Harpy. Go right ahead, General. 


STATEMENT OF GEN. NELS H. NELSON, REPRESENTING THE 
MARINE CORPS 


General Netson. I would be very happy, Mr. Chairman, to file my 
statement. [Laughter. ] 

I don’t think it is so outstanding that it adds more than the previous 
statements. 

Mr. Harpy. Well, General, might I ask you just this one question. 

Is it essentially written by the same ghost writer? [| Laughter. | 

General Netson. It is very much in line with the statements that 
you have already heard. 

Mr. Harpy. I will tell you—suppose we do that. 

General Netson. Maybe you would like to proceed in the same 
manner General Booth did. If there are any specific points here you 
would like to touch on just go right ahead. 

General Nexson. I think I have just one point, Mr. Chairman. 

The Marine Corps appreciates this opportunity to lend its support 
to the proposed Uniformed Services Survivor Benefits Act as rec »m- 
mended by the Department of Defense. Enactment of the proposed 
legislation will tend to fill a longstanding need and will further en- 
hance the attractiveness of a military career. 
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As this committee is well aware, the legislation of the past has 
pyramided to the point where there is much overlapping and mal- 
distribution of benefits for survivors of service members and former 
service members. 

The present laws should be replaced by a single comprehensive 
system of benefits, uniform and just in application to both the regular 
and the reservists, the active as well as the retired, and for the survivors 
of the past and those of the future. This is the objective of the present 
proposal. 

One of the most far-reaching provisions of this proposal is the 
extension of old-age and survivors insurance—on a contributory 
basis—to military personnel. 

While it is true that the contributory feature of this proposal would 
result in a slight reduction (ranging from $4 to $7) in take-home pay, 
it is doubted that there will be any material complaint from service 
personnel once the benefits of this program are given widespread 
dissemination. 

Military personnel serving in the lower grades will be in a position 
comparable to that of a civilian just starting in industry as far as 
their contributions to the old-age and survivors benefits fund are 
concerned. 

It can be explained to the individual serviceman that he is pur- 
chasing an equity for his less productive years in the future and pro- 
viding for the welfare of his survivor-dependents just as his civilian 
counterparts have been doing under the social-security laws for many 
years. 

This proposed legislation will accomplish many desirable objectives. 
Not only will the inequitable extremes of the present system of bene- 
fits be eliminated, but the comprehensive coverage extended to all 
servicemen, active and inactive, will go far toward easing the service- 
man’s present concern for the welfare of his family. 

An immediate result should be a substantial boost in career attrac- 
tiveness and individual morale. Incidental, but not inconsequential, 
results will be simplicity and economy in administration. 

Early enactment of this proposal is strongly recommended. 

I have one point relative to the social-security feature of this bill. 

The feature that is contained in this bill as I understand it with 
respect to social security is that that carries over into the retired life 
of an individual, whereas the present arrangement does not carry over 
for a retired individual. 

In other words 

Mr. Carnes. Are you saying there the present military retire- 
ment is inadequate and needs a supplement of this kind ? 

General Netson. There is no question about it, sir. 

Mr. Harpy. All right, sir. 

Well, General, of eourse this is a far cry from the purpose of this 
committee, to be concerned with military retirement. That is not 
our purpose. 

My own feeling is that if military retirement is inadequate, that 
is a separate and distinct matter that needs to be proceeded on before 
the Armed Services Committee in an appropriate sort of way, and I 
hate to see us trying to work out a survivor-benefit program justify- 
ing it on the basis of providing more adequate retirement benefits. 
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General Netson. I think that the career attractiveness must take 
into consideration the security of the survivors of a retired individual, 
pretty much the same as the security of one who is on active duty. 

Because when a person retires, he is usually at an age when his 
survivor is not going to be able to make a living as has been pointed 
out. 

Mr. Teacur. General, have you any comments to make on the ques- 
tion brought up a while ago about your flying personnel ? 

General Netson. I am not sufficiently familar with the insurance 
that is available to flyers to discuss it, Mr. Teague. 

Mr. Bares. Mr. Chairman. 

Mr. Harpy. Yes. 

Mr. Bares. General, on Sunday somebody approached me and re- 
minded me of the fact—not that they needed to—I was a member of 
this select committee. And they asked me precisely what we are try- 
ing todo. I told them that the present programs hove many inequi- 
ties and we want to straighten those out that we wanted to make the 
service attractive to the people that are in there. 

I see you shaking your head on that one. He said “Now, in refer- 
ence to the latter, the question of retaining good people in the service, 
if that is what you are trying to do, then will you slenss tell me why 
the Marine Corps is being cut by 29,000 people, being cut people who 
actually want to be in there.” 

Now you take it from there, if you will. 

General Netson. Mr. Bates, I am sure, as the Commandant of the 
Marine Corps has said, that the Marine Corps would be happy to have 
the 29,000 additional people. 

What the reasons behind the cut are; that is something beyond my 
ability to discuss. 

However, I do know that the Commandant in his testimony stated 
that, as the other services, the Marine Corps would be very happy to 
go back to the original 215,000 that it had planned for when it was 
cut to 190,000. 

Mr. Harpy. Did he use the word “happy”—do you remember ? 

General Netson. I think he said the Marine Corps would very 
much like to. 

Mr. Bates. The only trouble, General: A lot of times I find myself 
running around in circles. 

Now like on that particular question, we passed a Reserve bill out 
of our committee today and in some instances to compel people to 
attend drills for a year after discharge from the service. 

Almost every day in the week I get letters from people who want to 
get into the Reserve, but they can’t get into the Reserve because the 
quotas are filled. 

They want to take active duty during the summer but they cannot 
do it because there is no money. 

But here we are establishing a new program which will force more 
people into the same type of a program. 

Now when people ask these questions, they are a little embarrassing 
at times, if you see what I mean. 

General Netson. Yes, sir; I see what you mean. 

I am sure, though, that that is not true in the Marine Corps because 
we have only something over 50 percent of our drill pay Reserve and 
we are very anxious of course to increase that number 100 percent. 

65018—55——18 
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Mr. Bares. Yes, but the cold fact of the matter is that people who 
want to do that today are deprived of doing it. 

General Netson. Well—— 

Mr. Bares. And the 29,000 people that were discharged from the 
Marine Corps: Perhaps all of them or most of them wanted to stay in, 
at the very time we are passing legislation to make the service more 
attractive so that we can retain people. 

General Netson. Well, I can say for the Marine Corps that there 
is no forced separation at the present time. 

Mr. Bates. What 

General Netson. Our recruiting quotas—we are reaching our re- 
duced strength through reduced recruiting quotas. 

I can say that-we are having no difficulty in recruiting those small 
quotas. 

Mr. Bates. You are doing it through attrition ? 

General Netson. Yes, sir. 

Mr. Bates. Not replacing vacancies that occur ? 

General Nexson. It is entirely by attrition. 

Mr. Harpy. General, I would just like to catch up on 1 or 2 questions 
that I asked the other witnesses. 

You are subscribing to a contributory social security ? 

General Netson. Yes, sir. 

Mr. Harpy. As a feature in this survivor-benefit program ? 

General Netson. That is right, sir. 

Mr. Harpy. What is your thought about the eventual need, if not 
immediate need, to adjust service pay because of the requirement 
that the individual serviceman makes his contribution through his 
social-security fund ? . 

General Nexson. I definitely do not think it is necessary and I am 
certain the Marine Corps would not subscribe to such a thing. 

My feeling is that we will not have a great deal of difficulty con- 
vincing the individuals who come in the service that this is a well 
worthwhile thing. 

We find that the young men that we are recruiting nowadays are 
thinking about many things that they did not use to think about. 
They shop around. They go from recruiting office to recruiting office 
to find out what the best deal is, which is an indication that they are 
thinking quite seriously about their future. 

And I do not think that we would have much difficulty selling this 
program to them. 

r. Harpy. Notwithstanding the fact that he is already getting 
$160 wage credit without any contribution ? 

General Netson. That is correct, sir. 

Mr. Harpy. So that you think you can sell him on the idea of 
taking $4 out of his eighty—whatever it is, to pay for the additional 
$40 coverage? 

General Nexson. I think so, sir. 

As I stated earlier, with the plan as it is contained in this plan A, 
as I understand it, he is contributing and it becomes an equity to him 
that he carries over when he goes back to civil life in retirement. 

Mr. Harpy. He gets that equity now, you know. 

General Netson. Yes; but it does not carry into retirement. 

Mr. Harpy. It does not on the basis of longevity ? 
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General Netson. Yes. 

Mr. Harpy. But it does if he is retired under some civilian occupa- 
tion after he goes out ? 

General Netson. That is very true, sir. 

But there are many who will retire on 30 years and under thd 
present plan it would not carry with them. 

Mr. Carnes. Is that your basic objection to the $160 a month credit 
that is currently being given, that it does not carry over into retire- 
ment ¢ 

General Netson. That is one of the objections I have. 

Mr. Carnes. What are some of the other objections you have? 

Mr. Harpy. Let’s get into another question here, General. 

What is your reaction to the widow’s situation under plan A, which 
is the plan that you indicated your support—where there is a widow 
alone? 

You have heard the discussions we have had with the other witnesses ? 

General Netson. Yes, sir. 

Mr. Harpy. Now plan A involves in most cases a payment of only 
$89 until the widow reaches the age of 65. 

If there are no other dependents. 

General Netson. My feeling is I think expressed by the previous 
witnesses, that $89 is a mighty small amount for a widow at say age 55, 
and particularly if she becomes a widow late in life and has not as 
you pointed out not been employed in her earlier days. 

li is going to be difficult for her to live on that. 

Mr. Harpy. You know the social-security system makes no pay- 
ments to widows without children ? 

General Netson. Yes, sir. 

Mr. Harpy. Until they reach age 65; is that right ? 

General Netson. That is right, sir. 

Mr. Harpy. You are talking about getting a plan to contribute in 
order that his survivors might receive benefits and he is paying for 
something, but he is paying for something that does not pay his widow 
a nickel until she reaches age 65 ? 

General Nexson. If she has children I believe it pays. 

Mr. Harpy. If she has children. 

But I am speaking now of the widow alone. 

General Netson. Yes, sir. 

Mr. Harpy. It pays her nothing until she reaches the age of 65, and 
if she gets any benefit at all then it has to come from funds to which 
he made no contribution ? 

General Netson. That is right, sir. 

Mr. Tracur. General, have you people made any kind of a study 
of who your survivors are in the Marine Corps today ? 

By that I mean how many are in the age groups and with children 
and that kind of thing? 

General Netson. I don’t think we do, sir. 

Mr. Carnes. Wouldn’t you think you would have very few widows 
at age 55 that would have children under 18 years of age? 

General Netson. It is very doubtful, sir. 

Mr. Carnes. Then that is the very question the chairman is making. 
That for that 10-year period from 55 to 65, that those widows under 
plan A are only being provided $89. 
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Mr. Harpy. And that is not coming from social security ? 

General Nexson. No, sir. 

Mr. Harpy. Social security is not paying them a nickel. 

General Netson. That is right, sir. 

Mr. Teacur. They get $87 today, paying nothing. 

General Nexson. I do think that the benefit—it would be very wel- 
come to the service personnel to have that benefit increased beyond 
$89 or $87. 

Mr. Harpy. Don’t you think that these widows are going to feel that 
you folks have let them down, coming up here and advocating a pro- 
gram that doesn’t give them but $2 more than they are getting now ? 

I will give you a chance in a minute, Admiral. duskter:} 

General Netson. I think the technical experts will probably have an 
answer to that. 

Mr. Harpy. Thank you, General. 

Any further questions? 

Mr. Kean. General, what is the age of your usual recruits in the 
Marine Corps? They are pretty young, aren’t they ? 

General Netson. Eighteen to twenty years I would say is the 
average. 

Mr. Kean. Eighteen or twenty ? 

General Newson. Yes, sir. 

Mr. Kean. Is the enlistment 5 years? 

General Netson. The enlistment is 3 years. 

Mr. Kean. Three years? 

General Netson. A minimum of 3 years in the Marine Corps. 

Mr. Kean. Because the average enlistee, then, if he was in at 19 
years of age, who didn’t have any dependents, would in all probability 
get no ultimate benefits out of the money that he was paying into social 
security because it is nearly certain that when he got into civilian 
life he would be earning at least as high money, as high or more money 
than he would when he was in the Marine Corps. So the amount of 
money that he earned before he was 22 years old wouldn’t help at all. 

General Netson. No; but he is beginning to gain an equity in this 
social security at an early age, and as I 

Mr. Kean. Yes; but if his earnings from the Marine Corps were 
lower than his earnings later on, which they probably would be, with 
the high wages now in business in general, those earnings before 22 
wouldn’t be counted at all. They wouldn’t be counted unless they 
help him. 

General Netson. That is right. 

Mr. Kean. So I don’t think it would give too much good to most 
of the enlisted men in the Marines, unless they had dependents. 

Mr. Carnes. General, I am sorry for the record I didn’t ask 
Adimar] Holloway and General Booth this question. 

But have you had an opportunity to understand even in its broad 
aspects either plan B, C-1, or C-2? 

General Nexson. Very little opportunity, sir. I have discussed 
it briefly with members of the task force—or our representative on the 
task force. 

Mr. Carnes. I see. 

General Netson. But I don’t know sufficient about it. 

Mr. Carnes. That is all. 
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Mr. Harpy. Anything further ? 

Mr. Bates? 

Mr. Bates. No. 

Mr. Harpy. Thank you very much, General. We appreciate your 
testimony. 

“~ Bates. Give him a chance to answer. They were shaking their 
reads, 
— Harpy. Admiral Grenfell has got all hot and bothered back 
there. 

Admiral, I don’t know whether you want to come up to the table 
now or whether you want to wait. 

Admiral GrenreLy. Of course, Mr. Chairman 

Mr. Harpy. Of course, you should have anticipated we were 
going to ask these questions. But when you bring a staff of experts 
up here like these personnel chiefs, you ought not be surprised if the 
committee asks that kind of questions. 

Admiral Grenrett. My only point, sir, is, I would like to clear that 
situation if I may for the purpose of the record, Mr. Chairman. 

Mr. Harpy. If we have anything in the record wrong, for goodness 
sake do clear it up. 

Admiral GrenFe.i. As far as the thinking of the chiefs, personne! 
chiefs, yes, sir; there is, I believe. I will take the responsibility of ad- 
vising them only about plan A for this reason, sir. 

One, because of the task force, that is—because we didn’t see or hear 
plan B until last Wednesday or Thursday as you recall. We went over 
plans C-1 and C-2 on Fridey, finishing late Friday and at 4 o'clock. 
It was my understanding that they not only wouldn’t know about 
other than plan A but it would be physically impossible to cut them 
in on the three plans to the extent where they would be able to answer 
any questions on them satisfactorily. 

We have been working on this, I, for 3 or 4 weeks, and you for 
months, and these gentlemen couldn’t get to know all the facets of the 
plan because they didn’t have time to get to them. 

Mr. Harpy. Well, I fully appreciate the fact that it would have 
been expecting a little too much to expect them to have had detailed 
knowledge of these other plans. But I still would like to have the 
benefit of any constructive thought, any improvement on any of the 
Caer plans that we can get from these gentlemen or from anybody 
else. 

Admiral Grenre.w. I agree with that, sir. 

Mr. Harpy. I am not even going to restrict it to the chiefs of per- 
sonnel. If we can get a better solution from an E-1 over here at 
Andrews Field, why I would be delighted to have that. 

Admiral GrENFELL. Yes, sir; I agree. 

Mr. Harpy. Because I am not too much concerned about the source. 
What I want is the results. So I do hope that these chiefs may find 
an opportunity in their busy schedules to learn a little something about 
these other plans. 

Maybe they will find some virtue in some of them. 

Admiral Grenrett. Well, they are going to be given the oppor- 
tunity, yes, sir; as soon as we can brief them on these other plans. 

Mr. Harpy. I don’t want the committee to be misunderstood. 
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We are not to critical of the fact that they were not completely up 
to date as of now. And if the record indicates that, why I want that 
to be corrected also. 

Admiral Grenretu. Thank you, sir. 

Mr. Harpy. Where do we stand? 

Mr. Carnes. Mr. Chairman, we had _— this afternoon to hear 
the cost presentattion of the Department of Defense on plan A. 

I think that will take quite a bit of time. 

We also hope to hear from the Coast and Geodetic Survey and the 
Public Health Service. 

Mr. Harpy. I think we can certainly hear from them now. 

We told them yesterday we would try to hear from them today. 

Mr. Carnes. Yes, sir? 

And if we have any time left and they think the cost presentation 
can be made in the time left, we will proceed with that late this after- 
noon. 

If not, Captain Martineau and Admiral Grenfell, we will have to 
carry that over for the first order of business tomorrow. 

sore we hear from the Coast and Geodetic Survey at this time, 
please. 

Mr. Carnes. Would you give your name loud enough so all the 
members of the committee could hear it, Captain ? 


STATEMENT OF CAPT. I. E. RITTENBURG; ACCOMPANIED BY COMDR. 
E. H. SHERIDAN, REPRESENTING THE COAST AND GEODETIC 
SURVEY, DEPARTMENT OF COMMERCE 


Captain Rrrrensure. Capt. I. E. Rittenburg and Commander E. 


H. Sheridan. 

Mr. Harpy. Captain, we are glad to have testify. You have been 
with us before. 

Captain Rrrrensure. Yes, sir. 

Mr. Harpy. I think. We are glad to have you express the position 
of your organization at this time. 

aptain Rrrrensure. Yes, sir. 

Well, Mr. Chairman, on behalf of the Coast and Geodetic Survey, 
let me tell you how deeply grateful we are to this committee and its 
predecessors for the opportunity to engage in the survivor benefit dis- 
cussions. This has been a subject of deep concern to us. 

In preliminary discussions leading up to the various plans sub- 
mitted to this committee there was considerable doubt as to whether or 
not full participation would be granted to commissioned officers of the 
Coast and Geodetic Survey. We were greatly distressed at what we 
believed would have been an injustice to a small group of 185 com- 
missioned officers, career commissioned officers who were making serv- 
ice with the Coast Survey their life work. 

I am very happy to state that now we have been assured by the 
various members of the staff that the final draft of the committee print 
will grant full participation to our officers. 

Mr. Carnes, Captain, let me correct you right there. I think we 
gave you the assurance that it was our thinking that it should be, that 
the Coast and Geodetic Survey should be. Of course, it rests with the 
members of the committee to make the decision. 
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Captain Rirrensure. I said members of the staff. 

Mr. Carnes. Yes, sir; all right, sir. 

Captain Rrrrensure. I didn’t say members of the committee. 

Mr. Carnes. Fine. Proceed on. 

Captain Rrrrensure. Even though at this time it may seem un- 
necessary to justify our full participation in survivor benefits, if the 
committee consents I would like to make a brief statement of our 
position. 

Mr. Harpy. Go right ahead. 

Captain Rrrrensure. Yes, sir. 

The Coast and Geodetic Survey has an authorized corps of 185 
commissioned officers with no Reserve components. These are career 
personnel making their lifework their service with the Coast Survey. 

We are wholly in accord and we endorse all the general aims of the 
various plans set forth. Being rather small in number, we realize, 
of course, that our impact on any plan would be almost insignificant 
numerically. We are willing to go along with any plan acceptable 
to the Department of Defense or to the committee. 

We believe very strongly that any such plan of survivor benefits is 
definitely a form of deferred compensation or allowance, that our 
officers, ‘a career personnel, are entitled to full participation. 

Our pay and allowances have always been the same as those of the 
officers of the other services. Presently they are provided for by the 
Career Compensation Act of 1949, the career incentive plan of 1955, 
und the Continuancy Option Act. 

We believe there should be no difference between wartime and 
peacetime service insofar as survivor benefits are concerned. 

In times of war or national emergency, our officers are subject to 
transfer to the military by Executive order. 

During World War II, 95, or more than half, of our active force 
was so transferred. Most of those officers who are remained in the 
Coast and Geodetic Survey are now entitled to the same benefits as 
accrue to those who were transferred because they served in areas of 
immediate military hazard. 

It is rather ironic to state that we lost three officers during the 
war in military operations. None of those three had been transferred 
to the military. They had stayed with the Coast and Geodetic Survey. 

Mr. Carnes. Let me interrupt you there, Captain. Under what 
were they paid, those three officers?’ Were they paid under FECA 
benefits? 

Captain Rirrensvre. No, sir; they got no benefits. We lost two 
in the Philippines. They were paid—those two are getting benefits 
that accrue to people who were prisoners of war, as they were, in Santa 
Thomas. One of them was lost on the Japanese prison ship that was 
torpedoed on the way to another prison in Japan. 

The third was killed up in Adak and his widow remarried and as 
such he received no benefits. 

Mr. Carnes. Of those three people, they were not entitled to either 
VA benefits or FECA benefits ? 

Captain Rrrrensure. The two in the Philippines were entitled to 
VA benefits. I am not sure what benefits the officer’s wife that was 
killed on Adak has become entitled to. 

Mr. Carnes. With respect to the two in the Philippines weren’t they 
eligible under FECA benefits ? : 
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Captain Rrrrensure. No. At that time I don’t believe the FECA 
law was on the books. I might say at this time that about 2 years ago 
when we raised the question to FECA, as to whether or not our officers 
were eligible, we received in reply a letter that stated, kind of weasel- 
wording, to the effect “We think your officers may be entitled but 
final decision must await adjudication.” 

Fortunately, we haven't had the first case. [Laughter.] 

Mr. Carnes. All right, sir. 

What if a man were to get killed today in the Coast and Geodetic 
Survey, an officer, and had a wife with two children, who would be the 
paying agency for survivor benefits? 

Captain Rrrrensure. There are none. 

Mr. Carnes. They would not be entitled 

Captain Rrrrensure. There are none. You said in regular work? 

There would be none other than this Government life insurance 
which has been granted last September. If you call that a survivor 
benefit, that is the only one. 

Mr. Carnes. But you would not be entitled to either VA or FEC 
benefits / 

Captain Rrrrensure. That would all depend on what the man’s 
war service was, service during the war. 

Mr. Bates. You want to explain that difference, Captain ? 

Mr. Carnes. If the man had been on active duty as a part of the 
military during World War IT? 

Captain Rirrensure. Yes, sir. 

Mr. Carnes. And his death were shown to be service-connected, 
then he would be entitled to some VA benefits ? 

Captain Rrrrensure. Then he would be entitled, yes, sir. 

We have had one death of that nature. On the other hand, we 
have had another death where a man had exactly the same service, 
that is except one was in the Army and one was on the Navy, which 
had no bearing on the case—but there was similar service background 
and in his case it was determined it was not service connected and the 
VA is paying nothing. 

Mr. Carnes. Other than Government insurance—let’s forget that 
for just a minute. 

Captain Rirrensure. Yes, sir. 

Mr, Carnes. If a man were out on a ship and he were swept over 
the side and presumed dead, neither VA or FECA benefits would 
be eligible to the survivor of that man at the present time. 

Captain Rirrensure. No, sir. In each case, they would have to 
decide each case individually. They would look into the man’s service 
record, see what his service was during the war, and possibly he might 
be eligible to Veterans’ Administration benefits. 

Mr. Carnes. If he had no wartime service, he would not be. 

Captain Rirrensurc. He would not be eligible to veterans. 

Mr. Carnes. All right. 

Captain Rrrrensure. He may or may not be eligible for social 
security depending on 

Mr. Carnes. You mean FECA? 

Captain Rrrrensure, No, sir. 

Mr. Carnes. You mean social security ? 

Captain Rrrrensure. FECA. We don’t know. 

Mr. Carnes. All right. 
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Captain Rrrrensure. We would have to submit that case to FECA. 
That would be the case we are waiting for, not hopefully, of course. 
That is what everything hinges on. 

Mr. Bares. How long have you been waiting for that now, Captain ¢ 

Captain Rrrrensure. As i recall, that letter was dated about 2 
years ago. 

Mr. Carnes. And you haven’t had a test case arising since? 

Captain Rirrensure. And we haven’t had a test case yet, for- 
tunately. 

Mr. Bates. Does prior injury in the military count unless it was 
service-connected ¢ 

Captain Rrrrensurc. Unless it was service-connected for the vet- 
erans; yes, sir. 

Mr. Bares. In other words, any injury sustained would have had 
to have been sustained while he was in the military service ¢ 

Captain Rirrensure. Yes, sir. 

Mr. Bares. But if he should get killed presently, even though he 
had served in the military during a period of war, he would be entitled 
to no benefits? 

Captain Ritrensure. No benefits—yes, sir; no benefits. 

Mr. Harpy. Does the Coast and Geodetic Survey have a program 
of 6 months’ death gratuity ? 

Captain Rirrensure. Yes, sir; we do. We are eligible for all 
those. 

Mr. Bares. We didn’t put you in under the gratuitous indemnity ? 

Captain Rrrrensure. No, sir. Except when—I am not clear on 
this particular point. I may be wrong. But after Korea, after the 
Korean incident, our ships, working up in Alaska, were because of 
this status that is on the books where an officer of the Coast Survey 
is serving in areas of immediate military hazard—they were given 
this survivors—not survivors; they were given that freeze——- 

Mr. Carnes. Indemnity? 

Captain Rrrrensure. In national service life insurance, and the 
waiver of premium, while they were in Alaska. 

Mr. Bares. And who determines the occasion under which you would 
be entitled for that? 

Captain Rrrrensurc. The Secretary of the Army, or the Secretary 
of the Navy, depending on for whom the project is being done. Up 
in Alaska the projects were being done for the Navy Department. 

Mr. Bares. But it is outside the jurisdiction of your Department? 

Captain Rrrrensurc. We do not make that decision. 

Mr. Harpy. Captain, did you finish your statement ¢ 

Captain Rrrrensure. Not quite, sir. 

Mr. Harpy. Go right ahead, then. 

Captain Rrrrensure. In the past our commissioned officers have 
been excluded from some features, and they have been included in 
others. This has always created inequities, and confusion not only 
when comparing our officers with those in other services, but also in 
our own service. 

For instance, dependents of some of our officers have been granted 
benefits from Veterans’ Administration and from social security, while 
others with apparently the same service backgrounds have been denied 
the benefits. Each case is decided individually. Should our officers 
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not be granted full participation in this plan we believe strongly that 
further inequities will result. 

To cite but one instance, our present 6 months’ death gratuity is 
being taken away, and nothing being substituted except under certain 
conditions in wartime. 

I might add also that if and when all other uniformed services per- 
sonnel are given the benefits of—survivor benefits—our small group 
of 185 commissioned officers would be the only career personnel in the 
entire Federal Government with no survivor benefits except under 
certain conditions in wartime. 

If we are excluded from these acts, the Coast and Geodetic Survey 
undoubtedly would be involved in attempting piecemeal legislation, 
creating further confusion, which, as you know, is against the objec- 
tives of this committee. 

Mr. Bares. Captain—— 

Mr. Chairman, if I may? 

Mr. Harpy. Go right ahead. 

Mr. Bares. Captain, you have civilians in your department that 
work together with those of you who are in uniform ? 

Captain Rrrrensure. Yes, sir; on board ship. Our crews are civil- 
service personnel. 

Mr. Bares. It is on board ship? 

Captain Rrrrensure. Yes, sir. 

Mr. Bares. Now, if an officer was killed and a civilian was killed at 
the same time. 

Captain Rrrrensure. Yes. 

Mr. Bares. Working on the same project for your Department. 

Captain Rrrrensure. Yes, sir. 

Mr. Bares. The civilian would be entitled to Federal Employee 
Compensation Act benefits? 

Captain Rrrrensure. Yes, sir. 

Mr. Bares. But the man in uniform would be entitled to nothing? 

Captain Rrrrensure. Would be entitled to nothing. 

Not only that, the civilian in the crew would also come under the 
Civil Service Retirement Act, because they do make 6-percent deduc- 
tions, and if he has been on board, say, for 5 years, his dependents 
would be entitled to some sort of survivor benefits. I don’t know of the 
details 

Mr. Bares. There is a penalty in your agency for actually wearing 
the uniform. 

Captain Rrrrensurc. What did you say? 

Mr. Bares. There is a penalty in your agency actually for wear- 
ing the uniform. 

Captain Rrrrensure. Yes, sir; that is correct. 

Mr. Carnes. Captain, you mentioned there were 185 in the com- 
missioned corps? 

Captain Rirrensure. That is the authorized corps. Today we are 
running 160. 

Mr. Carnes. All right, sir. Of that number can you estimate how 
many have this Government group life insurance? 

Captain Rirrensure. Yes, sir. 

Mr. Carnes. How many? 

Captain Ritrensure. 148. 
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Mr. Carnes. By a peculiar set of circumstances I understand you 
were all permitted to subscribe to that when it was offered to civil- 
service employees? 

Captain Rrrrensure. Yes, sir. 

Mr. Carnes. Do you think those 148 people, if they were included 
under the new survivor benefits program, would be willing to forego 
all - their rights and entitlement to this insurance; that is, cancel it 
out 

Captain Rrrrensure. Yes, sir. I am sure practically all—at least 
95 percent of those who have that Government insurance would gladly 
forget it for survivor benefits. 

Mr. Carnes. Mr. Chairman, I think it would be almost incumbent 
upon them that it be 100 percent, because if you left any men to 
retain that insurance on top of this other survivor benefit package, 
which the committee may ultimately provide, then if the people have 
Government group insurance on top of that then those very few, even 
the 5 percent of which you speak, would be getting additional bene- 
fits, and that would make an inequitable situation. 

Captain Rrrrensure. Yes, sir; that is correct, Mr. Carnes. But, 
remember, you asked me how many I thought would give it up 
voluntarily. 

Mr. Carnes. Well—— 

Captain Rrrrensure. I agreed it should be 100 percent. 

Mr. Harpy. I think that would have to be provided. 

Captain Rrrrensure. Yes, sir; I agree it should be 100 percent. 

Mr. Bares. If you added these other benefits there would be 100 
percent ? 

Captain Rirrensure. Yes, sir. 

Mr. Carnes. Maybe if the election were that the people that had 
group insurance would be precluded from getting all of the benefits 
under this bill, then it would be to your advantage to cancel it out ? 

Captain Rrrrensure. Yes. 

Mr. Carnes. I think that is everything, Captain. 

Captain Rrrrensure. Yes, sir. 

Mr. Harpy. Thank you, Captain. 

Captain Rrrrensure. Thank you very very much. 

Mr. Harpy. Now, we have a representative from the Public Health 
Service. 

Mr. Carnes. This is Mr. Johnston. 

Mr. Jonnston. Mr. Chairman, I am Robert Johnston, Office of the 
Surgeon General, United States Public Health Service, Department 
of Health, Education, and Welfare. 

I have a prepared statement bere which, with your permission, I 
would like to read. 

Mr. Harpy. Go right ahead, Mr. Johnston. 


STATEMENT OF ROBERT JOHNSTON, OFFICE OF THE SURGEON GEN- 
ERAL, UNITED STATES PUBLIC HEALTH SERVICE, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 


Mr. Jounston. Mr. Chairman, I appreciate the opportunity to 
appear before your committee on behalf of the Public Health Service 
to testify concerning the four plans which would provide a new sur- 
vivor-benefit program for the uniformed services. 
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I do not wish to consume the committee’s time by going into detail 
concerning the inadequacy of the current survivor benefit-program 
of the Public Health Service commissioned corps; however, I would 
like to invite the committee’s attention to Mr. Rockefeller’s letter of 
December 10, 1954, to Mr. Bates, then chairman of the select commit- 
tee, in which the problem is discussed in detail. 

As stated in that letter, the Department of Health, Education, and 
Welfare believes that, in line with the principle of parity, any sur- 
vivor-benefit program which may be developed for the Armed Forces 
should be equally applicable to the commissioned corps of the Public 
Health Service. 

We have been advised by the Bureau of the Budget that the 
extension of any such program to the commissioned corps is in accord 
with the program of the President. 

You will note, Mr. Chairman, that in committee prints A and B 
the Commissioned Corps of the Public Health Service is fully and 
completely included in the social-security benefits. However, with 
respect to the death gratuity and the indemnity and dependency com- 
pensation provisions members of the commissioned corps are in- 
cluded only “when entitled to full military benefits.” 

I would like to recommend, Mr. Chairman, that when the committee 
drafts its bill at the close of these hearings the commissioned corps of 
the Public Health Service be included in such bill on an equal basis 
with the other uniformed services. 

In this connection the committee’s attention is invited to the fact 
that the Federal Employees’ Group Life Insurance Act is currently 
applicable to members of the Commissioned Corps. We believe that 
this insurance coverage should be terminated, assuming, of course, 
that the committee gives favorable consideration to our basic recom- 
mendation for full inclusion of the Commissioned Corps in the sur- 
vivor benefit program to be developed by this committee. 

The committee has been most kind in permitting me, as the repre- 
sentative of the Public Health Service, to be present, as an observer, 
throughout the hearings of this committee. 

Four plans have now been presented to the committee. Representa- 
tives of the Department of Defense, the Bureau of the Budget, the 
Veterans’ Administration, and the General Accounting Office have 
testified concerning the advantages and disadvantages of these plans, 
as contrasted one with the other. 

What appears to be the advantage of one plan to one witness ap- 
pears in some instances to be a disadvantage to another witness. This 
is apparently due to a difference in approach to the problems before 
this committee. 

I do not wish to consume the time of this committee in reiterating 
the advantages and disadvantages of the various plans which have 
been clearly enumerated and discussed in the testimony of previous 
witnesses. However, there are some general observations which I 
would like to make. . 

The four plans present alternate approaches to the problems to be 
resolved. In reviewing and considering each plan, as contrasted 
with the other plans, the Public Health Service favors plan A. 

However, the committee may wish to consider a variation of plan 
A by including therein some of the aspects of the other plans. 
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Within the framework of the proposals contained in the four plans 
the aspects of one plan may be combined with those of another to 
arrive at the satisfactory solution which this committee is seeking. 

Under all the plans a varying basic amount, regardless of grade, 
could be provided to a widow alone or to a widow with a child or 
children. 

To this basic amount plan A would add 20 percent of the deceased 
members gross pay and plan B 10 percent of the member’s gross pay. 

Under plan C-1 a $4 merement for each year of active service, re- 
gardless of pay grade, would be added to the basic amount. 

The committee may wish to consider, as has been previously sug- 
gested by Mr. Bland of the Veterans’ Administration, the establish- 
ment of a basic amount, regardless of pay grade, for each widow, to 
which would be added a flat amount for each child. 

To this would be added an increment based in part on the member’s 
gross pay, similar to that proposed in plan A or B and a flat amount 
for each year of active service, similar to that proposed in plan C-1. 

This formula would give recognition to the lowed of responsibility 
attainétay the member prior to this death and to his years of service, 
and the compensation payable would bear some relationship to the 
loss of income sustained by the survivors. 

Mr. Chairman, it is my belief that contributory old age and sur- 
vivors insurance coverage for members of the uniformed services 
should be made a part of the bill to be developed by your committee. 

The reasons for such coverage have been fully presented to the 
committee and are now a matter of record. 

For this reason I do not believe that I can add anything in this 
respect which would be helpful to the committee. 

The extension of full OASI coverage to members of the uniformed 
services on a contributory basis, as proposed by plans A and B, 
would form a firm foundation upon which an adequate staff survivor 
benefit program could be constructed. 

In other words, once having established a level of compensation 
by pay grade and longevity, as suggested above, the old-age and 
survivors’ insurarice payments could be first applied against such 
amounts and the Veterans’ Administration wield only be responsible 
for paying the difference. 

Thank you very much for this opportunity to appear before your 
committee. 

Mr. Harpy. I am very much intrigued by the adeptness with which 
you tied together all four plans. 

Mr. Jounsron. Thank you, sir. 

Mr. Harpy. I think it has some very definite possibilities in that 
approach, 

Any questions, Mr. Kean? 

Mr. Kran. No. 

Mr. Harpy, Mr. Bates? 

Mr. Bares. No, excepting, Mr. Chairman, it gives us a little differ- 
ent program than we have had. I think it is somewhat along the line 
that my mind has been running. Perhaps it needs refinement here 
and there. But I think it has been a well worthwhile suggestion. 

Mr. Harpy. Have you any questions, Mr. Teague ? 

Mr. Teacur. No. 
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Mr. Harpy. I had originally thought that there might be some 
point in raising the question about your reasons with respect to the 
OASI recommendation, but being a part of the family you would 
have had to do that, wouldn’t you? 

Mr. Jounsron. Sir, I would say this: You are right in that > 
but if I had been in another Department that would still have been 
my recommendation, sir. 

Mr. Harpy. Well, that is fine. 

Now, Mr. Carnes, do you have any questions? 

Mr. Carnes. Do I take the cone mies paragraph of your state- 
ment to be somewhat of an endorsement even of plan O91 

Mr. Jounstron. Well, plans C—1 and C-2, as I understand them, 
meen a level of payments which would be the Government 
obligation. 

Mr. Carnes. Well, C—2 definitely does that. 

Mr. Jounston. That definitely does that, but C-2 has no social- 
security coverage. 

Mr. Carnes. That is correct. 

Mr. Harpy. Yes, sir. o 

Mr. Jounsron. And C-2, by the way, has no increment £6 longevity 
and pay grade. 

Mr. Carnes. All right. 

Mr. Bares. What is the position of those in uniform in the Public 
Health Service at the present time, as far as benefits are concerned ? 

Mr. Jounston. Well, Mr. Bates, that, as I say, was outlined in the 
letter. I can just briefly pass on that. 

For a person who has come into the Public Health Service since the 
Public Health Service reverted to nonmilitary status on July 4, 1952, 
they are now entitled to Federal employees’ compensation for death 
if the death can be shown to have been related to duty. Now, that is 
to be distinguished from the formula used for Reserves of the Armed 
Forces. So that is a very limited benefit, Mr. Bates. 

The widows of only 16 percent of our officers who have died in the 
past 13 years have received employees’ compensation. 

In addition to that, Mr. Bates, we are covered, as I said, under the 
Federal Employees Group Life Insurance Act. 

The average policy there though, Mr. Bates, throughout the corps, 
is $5,000 as contrasted toning with a $10,000 gratuitous indemnity in- 
surance applicable to the military service. 

Mr. Bates. Now, you have how many members in the Public Health 
Service ? 

Mr. Jounston. About 2,500, Mr. Bates. 

Mr. Bares. About 2,500. That is right. 

Mr. Jounston. Both Regular and Reserves. 

Mr. Bares. It was about 2,700, added in with the Coast and Geo- 
detic Survey, as I recall. 

Mr. Jounston. That would be about right, sir. 

Mr. Carnes. You wouldn’t expect your Reserves to be covered on 
this, would you, unless they are on active duty ? 

Mr. Jounston. No. This would be only an active-duty benefit. 
As I read the definitions, it would apply only to an Army or Navy 
Reserve while on active duty or active duty for training. 

Mr. Carnes. Fine. 
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Mr. Bares. Now, do some of your officers go on active duty with 
the military ? 

Mr. Jounston. We detail—well, to the Coast Guard, Mr. Bates, 
we perform all the medical services for the Coast Guard, and we detail 
a number of officers to the Coast Guard at all times. For the Army, 
Navy, and Air Force we do detail on occasions for special work our 
officers. 

Mr. Bares. And in the performance of those duties, if they were 
killed, would they be entitled to military benefits ? 

Mr. Jounston. Yes, sir; at all times any officer detailed to one of 
the armed services is entitled to full military benefits, and if death 
results during that detail they would be entitled today to all the 
benefits that an Army officer’s widow would get for his death on active 
duty. 

Mr. Bares. Thank you very much. 

Mr. Carnes. Thank you, Mr. Johnston. 

Mr. Jounston. All right. 

Mr. Carnes. I think that will conclude your testimony. It has been 
very helpful. 

Mr. Harpy. Thank you very much, Mr. Johnston. 

Mr. Jounston. You are entirely welcome, sir. Thank you. 

Mr. Harpy. Now, Admiral, we had planned to get into this cost 
discussion this afternoon, but we have simply confirmed what was 
already known by members of our committee that our propensity for 
asking questions sometimes delayed us. 

Now, tomorrow one of the witnesses which we previously scheduled 
will not be here. 

How long will it take for this cost study ? 

Admiral Grenreti. About half an hour, unless the questions are too 
lengthy, sir. 

Mr. Harpy. Of course you cannot control that, and neither can I. 

Admiral Grenrett. Half an hour for the presentation, sir. 

Mr. Harpy. Well, suppose we—we already lost two members of the 
cormmittee. Suppose we adjourn now and take that up the first thing 
tomorrow afternoon. 

Admiral Grenrett. Yes, sir. 

Mr. Harpy. We will reconvene at 2 o’clock tomorrow. 

(Whereupon, at 4: 10 p. m., the committee adjourned. ) 
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House or REPRESENTATIVES, 
SeLcecr CoMMITrer ON Survivors’ Benertrs, 
Washington, D. C. 
The committee met at 2 p. m., Hon. Porter Hardy, Jr., chairman, 
presiding. 
Mr. Harpy. I 


believe we are going to have a presentation from a 


task group on costs. Admiral ¢ 
Admiral Grenretn. Yes, sir. 
Mr. Harpy. You are going to give us some good pictures today! 


FURTHER STATEMENT OF REAR ADM. ELTON W. GRENFELL; 
ACCOMPANIED BY CAPT. DAVID L. MARTINEAU; AND CAPT. J. B. 
HOYT, REPRESENTING THE DEPARTMENT OF DEFENSE 


Admiral Grenrewn. Yes, sir. 

Mr. Chairman, we have prepared what we hope will be a not too 
complicated presentation of the costing of the so-called plan A. Cap- 
tain Martineau will make the presentation and we will be available 
for any questioning. 

Captain Martineau. Before proceeding with our presentation of 
a cost analysis, I would like your indulgence just to cover very briefly 
two points which were referred to quite often yesterday in the proceed- 
ings and the proceedings of the preceding day. 

In numerous instances in matters that came up for discussion of 
the committee, the question arose that under our pan, a single widow 
was only to receive $87. 

Mr. Harpy. That is the one you didn’t satisfactorily explain to me 
after we adjourned the other day. 

Captain Martrngav. I would just like to say this: I didn’t want to 
create the impression in the minds of the committee that that $89 
represented any widow whose husband died on active duty. That 
would only apply, and it did apply in one of our examples, in the 
case of an E-7, a chief petty officer, or a master sergeant who died on 
inactive duty, and in an inactive duty status, and whose death was 
service-connected. 

Now, under our plan, such a person would not be entitled to the 
indemnity compensation because at the time he left active du‘ y un- 
der the terms of the bill, and similar to existing law, the indemnity 
provision would have expired within 120 days from the time he com- 
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pleted his active duty status, and then, of course, under existing law 
and under the committee plan A, such an individual would be entitled 
to take out Veterans’ Administration insurance. 

We did touch on that point previously. 

If he dies in an inactive duty status, this E-7 petty officer, all the 
widow is entitled to is 20 percent of his gross pay, which in his par- 
ticular case amounted to $89 and in no case would that be less than 
$75, in the case of an E-1, in such a situation. 

Mr. Harpy. In that situation, that $89 would represent Veterans’ 
Administration compensation, wouldn’t it? 

Captain Martineau. The Veterans’ Administration would pay it, 
but it is what we call death compensation. It is that part of the pay- 
ment that equals 20 percent of the gross pay. 

Mr. Harpy. That is compensation developed under plan A ? 

Captain Martrneav. That is right. 

Mr. Harpy. It is comparable to the compensation now paid by the 
Veterans’ Administration ? 

Captain Martineav. For a single widow, yes. That is very true, 
‘sir. 
Mr. Harpy. So the situation that I alluded to—we will put it that 
way—would apply to that individual who died of service connection, 
but more than 120 days after active duty? 

Captain Martrneav. That is right, sir. 

Mr. Harpy. Now, even assuming that there may have been—I am 
trying to think in terms of the present indemnity. Under present 
cireumstances, if death occurs as a result of service connection, there 
would be the $92.90, would there not ? 

Captain Martineau. No,sir. The $92.90 terms would expire under 
the same terms as your proposed indemnity, within 120 days from 
separation of active duty status. 

Mr. Harpy. If the serviceman did not elect to keep it in force? 

Captain Marrrneav. No; the $92.90 feature of present law is that 
which we frequently refer to as the free-insurance indemnity. 

Mr. Harpy. That is correct, but if there is a service-connected dis- 
ability which affects the insurability of the individual when he is 
discharged, he is eligible to take out insurance? 

Captain Martineau. To take out insurance at the time he leaves 
active duty, and pay for it. 

Mr. Harpy. But he wouldn't necessarily get the $92.90 plan? 

Captain Marringav. He would only get the $92.90 if he had a policy 
which paid off in that term. 

Mr. Harpy. He would have to pay for it, if it occurred after his 
discharge ? 

Captain Martingav. That is right. 

Mr. Harpy. That is correct. So then you want to be sure that the 
committee hasn't misled the audience in believing that this $89 is 
the only pay apphecable to the widow. I am glad to have that cor- 
rected, that it applies only to service-connected death, on inactive duty 
status. 

Captain Martineau. That is right. 

Now, under the proposed bill, the minimum payment for a single 
widow whose service husband died on active duty would be $125, or. 
the minimum, $75 dependency compensation, plus the $50 indemnity 
compensation. 
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Mr. Carnes. That widow would not get the $125 if somebody else 
was designated ea ee anes to the $50. 

Captain Martineau. t is right. oe 

Mr. Carnes. That death would cost the Government $100 minimum, 
plus $50 for the indemnity? _ 

Captain Marringav, That is correct. 

Mr. Carnes. Whereas under another type of death, what would be 
the payment on the part of the Government ! 

Captain Martineau. For this minimum case we are talking about, 
it would be $125? 

Mr. Carnes. Where the survivor designates another beneficiary, 
other than his widow, the cost to the Government is $25 greater. 

Captain Martineau. There is another provision under the pro- 
posed bill. Even in the event that the serviceman had not designated 
a dependent parent to receive the indemnity compensation—let.us as- 
sume for the moment that he did not do so, that he had designated his 
wife, and he dies on active duty. The wife is entitled to $75, plus $50. 
Now, if the parent were entitled in the first place to the $50 indemnity, 
that means a dependent parent, if he leaves a dependent parent and 
a widow, under the proposed bill, you will recall that we provide for 
a supplementary payment in addition to the dependency compensa- 
tion and indemnity. 

Mr. Harpy. That is a supplementary payment of $25 to the widow. 

Captain Martineau. A supplementary payment to the dependent 
parent, sir; and it would be $50. 

Mr. Harpy. I think we had better get back to where we were. You 
cleared up the point you were particularly interested in and I didn't 
want to lave anybody under any misconception. So that we may 
understand what we are talking about, under plan A, the minimum 
widow’s benefit is $100? 

Captain Martrngav. For an active duty death. 

Mr. Harpy. The minimum widow benefit is $100 and that occurs 
only in the event that the indemnity is directed to be paid to someone 
other than the widow, and in the event the widow receives the in- 
demnity, the minimum is $125. 

Captain Martingav. That is absolutely right, sir. 

Mr. Harpy. That is for active duty and if it is for nonactive duty 
the minimum would be $89. 

Captain Martrneav. Yes, sir. 

Mr. Bares. That is for an E-7. Do you have an actual minimum 
or is it the minimum figure for an E-7 under these circumstances? 

Captain Martrnegav. It would also be $75 in the case of an E-7, be- 
cause 25 percent of the E-7 who we are talking about, had 14 years 
service. 

Mr. Bares. What I am trying to establish is this, Captain: It ap- 
pears to be true that under the circumstances of this particular E-7, 
those circumstances could come about—let me change that. A rating 
less than an E-7. Under those cireumstances an individual would 
vet less under plan A, than they get presently with the $87. 

Captain Marrreau. That is correct. A minimum payment for 
an inactive duty death would be $75. , 

Mr. Bares. And today it is $87 ? 

Captain Marttngav. That is right, for a wartime death. 
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Mr. Harpy. Even so, the minimum today is $87 for wartime death. 

Captain Marttngav. Yes, sir. 

Mr. Harpy. The minimum would also be $87, for this master ser- 
geant with 14 years and over, if it was service connected ? 

Captain Martineau. Under present law, that is correct. 

Mr. Harpy. Inactive duty, service connected, the widow would re- 
ceive a minimum of $87? 

Captain Martrneav. Yes. 

Mr. Harpy. That same thing would apply, would it not, to an E-1? 

Captain Martineau. That is right. 

Mr. Harpy. The E-1 would receive a minimum, regardless of 
length of service, of $87, if it is a service-connected death occuring 
after his period of active duty? 

Captain Martrngeav. Yes. 

Mr. Harpy. Under plan A, an E-1 with limited service would re- 
ceive $75? 

Captain Martineau. That is right. 

May I cover briefly the second point I mentioned ? 

In connection with the social-security tax, Mr. Chairman, yesterday 
there was frequent reference to the feasibility of applying a tax to the 
E-1 enlisted man, the man who came in at the lowest rate of pay, who 
was receiving $81. Now, that is quite correct, but I would like to point 
out that under the present conditions in the armed services, men 
remain in the E-1 grade for a very short time. In other words, pro- 
motion is relatively rapid in the armed services today, and I could men- 
tion for the record here we have taken an average in all the services— 
the average time of promotion in the enlisted grades, and it does vary, 
but a good average would be something like that: A man remains in 
the E-1 grade for an average period of 414 months, at which time he 
is promoted to E-2, where he remains for an average period of 10 
months. When he is promoted to E-3, he remains for an average 
period of 11 months. 

Mr. Carnes. What is the gross pay in those ranks? 

Mr. Harpy. The gross pay. 

Captain Martrngav. The gross pay for an E-1 is $205, for the E-2, 
$210, E-3, $225. 

Mr. Harpy. So their rate would go up, too, then, would it not? It 
would be a little more than $4, and as they got into E-2 and E-3, but 
not very much? 

Captain Marrrneav. That is right, sir. I have for the record the 
remaining enlisted grades which might be interesting. 

Mr. Carnes. For practical purposes, they pay on gross pay but for 
actual payment purposes they pay on base pay, would they not? What 
is the base pay of those men, the base pay of an E-I is $81, approxi- 
mately. 

Captain Martryeav. That is right. The base pay for an E-1 is, 
under + months, $78. For over 4 months, it is $83.20. 

Mr. Carnes. E-2, please. 

Captain Martineau. The base pay of an E-2 is $85.80. 

Mr. Carnes. You are going to take $4 from each of those groups. 
All right, proceed. 

Captain Marrrneav. For an E-3, $99.37. 

Mr. Carnes. His contribution rate goes up a little there so you will 
take more from him. Go ahead. 
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Captain Martineau. For an E-4, $122.30. That is all for under 2 
years, 

* Now, for an E-, please change that to an E—4 of over 2 years serv- 
ice. That is $140.40, for an E+4 with over 2 years service. 

Mr. Harpy. Most of these fellows have families, do they not? 

Captain Martingavu. Not most of those we have read so far. 

Mr. Harpy. A great percentage of them, at least, are married. 

Captain Martineau. In the higher enlisted grades commencing 
with the E-, 5, 6, and 7, there is an increasing number who are mar- 
ried. I think the overall proportion of enlisted men who are married 
is about 38 to 40 percent. 

Mr. Harpy. That is the overall average? 

Captain Martineau. Twenty-eight percent of all enlisted men 
in all of the armed services are married. 

Mr. Harpy. You know that your percentage in the E-4’s and E-d’s 
and up would be way above your E-1’s and E-2’s? 

Captain Hoyr. I think we have a table over in the department. 

Mr. Harpy. I think we ought to have those figures furnished. 

(The figures furnished appear as appendix P). 

Mr. Harpy. How about the E-5? 

Captain Martinzav. The base pay of an E-5 with over 5 years’ 
service is $183.30. 

Mr. Harpy. And you know a great many of those have family 
responsibilities of one kind or another, and that figures a gross pay 
of $500 so he has to pay $6 a month for his social security ? 

Captain Martineau. That is right. 

Mr. Carnes. Mr. Chairman, from the information Captain Mar- 
tineau has furnished the committee, he will no doubt be referring to 
these charts we have in presenting a cost data analysis of plan A. 
Therefore, I suggest that we incorporate these charts in the record 
at this point. 

Mr. Harpy. Perhaps we should do that. If there is no objection 
we'll put these charts in the record at this point. 

(The charts referred to appear as appendix Q). 

Mr. Harpy. Now, Captain, you just proceed with your presen- 
tation. 

Captain Marrineav. The point I wanted to make, Mr. Chairman, 
was that under present conditions, promotion in the enlisted grades 
is rapid today. A man does not remain an E-1 very long. 

Mr. Harpy. While we are on that point, let’s take one other situa- 
tion here, briefly : 

I think the way this plan A is drawn, it would be applicable to this 
new Reserve Act, on the assumption that it passes. There you have 
a 6 months proposition on active duty. Those boys get $50 a month, 
I believe, under the terms of that bill. Are they going to pay $4? 

Captain Martineau. They haven’t been provided for in this com- 
mittee plan A, yet. 

Mr. Harpy. I think they would be covered under the general lan- 
guage of it. 

Captain Martrryzau. We would have to provide minimum pay 
for them. It would be a question of what would be the gross pay 
for purposes of this bill, that they would be placed under. 

Mr. Harpy. Your gross pay couldn’t be very much different from 
what it is with the E-1. 
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Mr. Bares. It would be the same except for the difference in actual 
cash. That would be the figure. 

Captain Martrngav. Yes. 

Mr. Harpy. It wouldn’t be much less than $4 that they would have 
to pay out of their $50. I thought we ought to get that in there. 

Mr. Bates. There is about a $33 difference. All the rest of the 
emoluments are the same. The food and shelter. You compute that on 
the same basis. They have a difference of $33. 

(The information referred to appears as appendix Q-1). 

Captain Martineau. I would like to touch on these a prin- 
ciples: That the cost of survivor-benefit payments depends upon three 
basic considerations—the amount of individual payments, the eli- 
ibility of the people who are to receive them, and the length of time 
prescribed for those eligible people to receive the payments. 

Under existing law, and also under plan A, there are several different 
kinds of payments provided for. For instance, there is the lump-sum 
settlement payment, such as the death gratuity. That is paid in a 
single lump sum. There is the monthly annuity type of payment 
for certain guaranteed period. Existing law is the $92.90 for the 
10-vear period. 

Under the proposed plan A, it would be a $50 payment, under 
certain conditions for 10 years, under other conditions, for longer 
periods than 10 years. 

Then we come to the third category, the monthly annuity that 
is dependent upon the live contingency of the person receiving it, 
the death compensation, for instance, the $87 payment made, today, 
by the Veterans’ Administration to the single widow. It terminates 
upon her death or remarriage. 


Similarly for payments that are provided for children, and de- 
pendent parents. The point being that the payment termination 
depends upon the status of the survivor. 

(The information referred to eos as appendix Q-2.) 

ike 


Captain Martineau. I would 
basic assumptions that we are using. 

First we have the various statistical assumptions that must be uti- 
lized. We are borrowing considerably from the studies that were 
conducted by the Kaplan committee. Particularly we have borrowed 
from table 32, which is based upon a 1948 study, where the number 
of deaths that occurred in all the armed services that year were deter- 
mined by pay grade. 

It also shows the number and distribution of the surviving widows 
and children by numbers, as they resulted in the various pay grades. 

Now this particular table, while it is based upon a 1948 study, 
for the purposes of this study, has been readjusted to meet our pres- 
ently contemplated total strength of the armed services, 2,850,000. 

Then we have the second category, the actuarial considerations. 
They have been taken from standard booklets utilized throughout 
the insurance industry. The mortality rates, for instance, have been 
taken from the 1937 Standard Annuity Table, and the remarriage 
factor from the Revised American Remarriage Table. Interest on 
funds, where it comes into play, has been assumed to be at the standard 
214-percent rate. 


to point out the source of the 
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Then we have the third main category of assumptions, what we call 
the operational type. We have here determined the average ages of 
survivors based upon the pay grade of the deceased serviceman, and 
the family composition, in number and age of children. 

That particular study was conducted by the actuaries of a major 
insurance company in the late forties. 

Then, the number and distribution of dependent parents for the 

deaths that occurred at the time of that study and which continues 
along. Those averages remain pretty much the same through the 
years. 
’ Mr. Bares. Captain, do you think under the statistical reference 
there, that 1948 is a good year? Is the correlation of deaths between 
the various pay graces consistent with that which might occur during 
a period of war?! 

Captain Martineau. The actuarial consultants that we had indi- 
cated that was a fair assumption. I would like to verify that with 
Captain Hoyt. 

aptain Horr. The reason the 1948 table was used was because 
1948 was the last peacetime year. You might say 1949 was, but 1948 
was the last peacetime year at the time these gentlemen made the study. 

Now we are trying to develop, here, costs on the basis of peacetime 
deaths. Naturally deaths in any war are going to push your mortality 
up considerably, but we are trying to find out—in forecasting ahead 
we had to make the assumption that this is what this bill would cost 
in time of peace. And if it cost more or less in time of peace, than 
any other system, it would probably cost less in time of war, because 
your casualties would go up in time of war, but if you paid less per 
casualty or obligated yourself for less money per casualty, you would 
save more money in time of war than time of peace. 

Mr. Bares. If we are just talking about time of peace, we can go on, 
but I think that point should be noted. 

(The information referred to appears as appendix Q-3.) 

Captain Martrngav. This chart will attempt to develop the annual 
incurred liability for active duty deaths based upon our assumed armed 
service strength of 2,850,000. ‘The amounts that we are going to show 
ure the present values. That is, when a death occurs, the amount 
of money that should be placed in the fund at that time to pay off the 
anticipated obligation. 

And, of course, that amount of money, while it is remaining in that 
fund, collects interest at our assumed rate of 214 percent. We have 
excluded social security from these studies which will cover present 
law, and the proposed plan A. 

We are assuming that deaths occurred at the rate of 6,135 for this 
assumed strength. 

Mr. Carnes. ae, what was your average strength in 1954, for 
the Armed Forces! 

Mr. Bares. About 3.2. 

Mr. Carnes. In that year you had 7,761 in-service deaths. Propor- 
tionately that figure of 6,135 would appear to be a little low. 

Captain Marrreav. I would like to call on Captain Hoyt for that. 

Captain Horr. The 7,761—is that an actual count? 

Mr. Carnes. Yes. 
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Captain Horr. Then perhaps our igure is low, but I will say this. 
You have to remember that this is relative. The same assumptions 
are used for the comparison. The difference in degree will be the 
same ineach case. In other words, the actual flat numbers don’t make 
much difference. 

Mr. Carnes. I think we can accept the assumption, but I think the 
observation should be made that the 6,135 figure looks a little low. 

Mr. Bares. One was 3 years after the war and one was 1 year after 
the war, and that contributes to some degree. And then you would 
have fluctuations. 

Captain Horr. We were operating much more under wartime con- 
ditions, in the foremost and straight and farflung places, than we 
were in 1948 so your casualties were up a little bit. 

Mr. Carnes. That is just an observation. 

Captain Martineau. Proceeding now under present law, the first 
element we have here is the death gratuity. There is no present-value 
consideration involved there because the death gratuity under present 
law and the proposed plan is paid in a lump sum. That is assumed 
to cost $9 million under present law, as compared to $7 million under 
the peers plan A. 

The cause for the reduction is the different formula that is used, 
limiting it to 4 months of the gross pay, and not to exceed $3,000, 
whereas present law permits payment up to 6 months of basic pay, 
plus special pay. 

Also, under the proposed plan, there is better control and more 
restrictions on the number and types of dependents who are eligible 
to receive this payment. 

The next item is the serviceman’s indemnity. 

The indemnity requires $61,300,000 present value to cover the an- 
ticipated long-term cost of the serviceman’s indemnity. That, of 
course, runs for a maximum period, in peacetime, at 10 years. We 
will develop that at a later point. 

Under the proposed bill, where the indemnity payment would be at 
the rate of $50 per month to widows, children, and dependent parents, 
the breakdown of the required present value for those incurred liabili- 
ties is as shown here. To cover the cost for widows, inclding those 
with children, would be $26,100,000. For dependent parents, $20,- 
900,000, and in the case of children where there are no widows, 
$100,000. 

Mr. Carnes. Captain, on your assumption there of 61.3, you are 
assuming each of the 6,135 deaths were paid $10,000? Is that how 
you arrived at that figure? 

Captain Marrrveav. That is exactly how we arrived at it. It is 
10,000 times 6,135. 

Mr. Carnes. How about the large number of persons in the Armed 
Forces today—some 800,000—who have national service life insurance 
under waiver. If they are paid under the principles of the national 
service life insurance policy they are not eligible to receive that $92.90, 
are they? 

Captain Marrrmegav. That is quite true, but for purposes of this 
study, as I pointed out before, we have assumed that everyone is 
covered under the present indemnity. We know actually they are 
not. Eventually they will be. 
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Mr. Carnes. That figure could possibly be reduced by 15 or 20 per- 
cent actual cash expenditure because those people are being paid 
under national service life insurance, or USGL. 

Captain Marrigau. That is true. 

May I call on Captain Hoyt for that ¢ 

Captain Horr. Actually, every insured man would cost you more, 
because the insurance will 

Mr. Carnes. Because of the extrahazard death provision ? 

Captain Hoyr. Yes and because of the increased rate of interest 
under the old policies, and the more favorable terms of settlement. 

Mr. Harpy. There are not extra hazards paid under the fund ? 

Captain Hoyt. I see what you mean, but nevertheless the actual 
insurance costs more money. 

Mr. Teacur. That is the reason the bill was passed, because the other 
did cost more money. 

Captain Horr. That is right, but I am just saying in the future you 
will have 10 years—temporarily you may have a reduction of insurance 
being paid out of the fund, but the present value of the death-incurred 
rate today, of a man who entered the service after that, would cc st 
you $10,000 for free indemnity, and if you had 6,100 deaths it is going 
to cost you $61 million. 

Mr. Bares. But the point he made is still correct. 

Captain Horr. I beg your pardon ? 

Mr. Bates. Are you in disagreement with the statement Mr. Carnes 
hasmade? You haven’t addressed yourself to it as I see it. 

Captain Horr. I perhaps got a little off the track, Mr. Bates. 

By and large, the insurance, if it is paid for an extrahazard death 
if incurred in the service, will cost more than $10,000. 

Mr. Harpy. It seems to me you have a good many in this 6,135 
deaths that occurred in this—what is this, 1948 you are working on? 

Captain Martineau. No; this is the present day; this is a year un- 
der present conditions. 

Mr. Harpy. It is based on your deaths that occurred in 1948, is what 
[ thought you said. 

Captain Martineau. No, sir. 

Mr. Harpy. Where did you get this assumed 6,135 figure ¢ 

Captain Hoyt. By applying the 1948 mortality rate. 

Mr. Harpy. That is what I understood. It was reduced to compare 
with the 2,850,000. 

Captain Hoyr. Any insurance death on the premium waiver will 
cost you more than that, too, because those are all treated as extra- 
hazardous deaths. 

Mr. Harpy. One of the additional costs involved in this additional 
cost of NSLI is the annuity table used ? 

Captain Horr. That is correct. 

Mr. Harpy. And also your interest factor. But as long as you have 
NSLI coverage involved here you have a lot of nonextrahazard deaths, 
1 would think, that would come out of the fund. 

Captain Horr. You will have a few because there are some people 
still paying their premiums, but any waived premium then will come 
out of the General 'l'reasury. 

Mr. Tracur. Any breakdown on this 6,135 deaths? I mean as to 
age, dependents, and that kind of thing ? 
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Captain Marrigav. As I indicated in the table, there is a break- 
down as to how they were distributed, and that was based upon the 
1948 distribution of deaths as they occurred in that year, and that has 
been adjusted by the use of the actual actuarial tables for this strength. 

Mr. Teacue. I don’t think you can save any $2 million in that death 
gratuity. 

Mr. Carnes. Mr. Teague, I think perhaps you may, because the 
payments certainly to nondependent parents and brothers and sisters 
would only be $8,000 versus the present 10. 

Captain Martineau. We are speaking about the death gratuity. 

Mr. Carnes. Oh, the death gratuity ? 

Captain Martineau. You will recall, Mr. Teague, we are changing 
the formula. Whereas now it is 6 months’ pay. 

Mr. Teacue. Yes, but we are bringing all the lower grades—fron 
ubout E-6 down, we are almost doubling their death gratuity. 

Captain Marrrneav. And we are limiting it to 4 months. 

Mr. Teacue. But the amount of money is almost double what we 
are giving them now. It would be about 86,000; isn’t that true? 

Captam Martrineav. I don’t think it is quite that high. 

Captain Horr. I think you overlook the fact in plan A that the 
death gratuity is paid in full only to a very limited class of depend- 
ents, because a great many people who received the full 6 months 
today will only get one-half of the 4 months thing in the future, Mr. 
Teague, so the increase is not as marked in the lower grades. 

Mr. Harpy. For an E-1 it would be $800 as against $480? 

Captain Horr. That is correct, but for the E-1 who did not leave 
an actually dependent parent or widow or child, it would only be $400 
to enllsteral relatives who are now getting $480. 

Mr. Teacue. How many of that 6,135 were E-6’s or below, approxi- 
mately? Just a halfway guess. 

Captain Martrygav. I don’t have the table on that. Do you have it, 
Captain Hoyt? 

Captain Horr. I haven’t got the table, but we can furnish that. 
I believe it is in your hearings. 

(The information referred to appears as appendix Q-4.) 

Mr. Bates. What would the relative cost be if the dependency were 
the same as it is currently? 

Captain Horr. It would be practically no different. The reduc- 
tion on the upper grades doesn’t amount to anything. I mean coming 
down from $7,000 to $3,000 saves very little money. There are very 
few top people who die. 

Mr. Teacvur. That is the point I was thinking about. 

Mr. Harpy. That makes it a little difficult to understand. The $2 
million less. 

Captain Horr. It is cutting down on the collateral relatives that 
does it. 

Mr. Teacue. Let’s don’t spend that $2 million for something else 
until the year is up, anyway. 

Mr. Harpy. Go ahead, Captain. 

(See chart appendix Q-3.) 

Captain Marrrneac. Now we have the next element, the Veterans’ 
Administration death compensation, which, under present law, is 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 29] 


paid to a widow at the rate of $87 per month, to the first child, $84 
per month, and for each additional child, $29, and the $75 payment to 
the parents. 

The present value of the money required to meet those obligations 
is as shown here [indicating]. For the widows, $29,300,000; for the 
children, $11,100,000; for the parents, $89,200,000. 

Under the proposed bill—A, the breakdown is as indicated here. 

Now, the committee will recall, of course, that we are changing the 
formula under this particular plan from a national rate across the 
board for the various categories of dependents, but without regard to 
the income of the serviceman. We are now proposing in plan A, that 
the dependency compensation be based upon a proportion of the in- 
come of the serviceman, with certain minimum, and that, of course, is 
20 percent of his gross pay. 

Under the proposed plan a widow, including a widow with children, 
would be entitled to 20 percent of the gross pay of her deceased hus- 
band, but not less than $75 per month. 

Children, where there is no widow under plan A, would be entitled 
to payments ranging from $10 to $25 per month, not to exceed a total 
of $100 per month. 

Parents, where there are no other dependents, where there is no 
widow and children, and where the parents are dependent, plan A 
provides that a dependent parent would receive one-half of the 20- 
percent factor, but not to exceed $75. 

Where there are two dependent parents, each would receive one- 
half, but the total not to exceed $300. 

Mr. Carnes. Where there is a widow with minor children, doesn’t 
the plan provide something for parents even in those cases? 

Captain Marrrneav. I was just coming to that. 

Where there is a dependent parent and also a widow and children, 
plan A provides for a supplement repayment of $50 to a dependent 
parent, and $40 to each of 2 dependent parents. 

That would be in addition to the payments to which the widow 
and children would be entitled. 

Then there is a third condition involving parents—namely, that 
situation, an unusual one to be sure, but it could and undoubtedly 
would, occur—where the serviceman had designated one or both of 
his parents to receive all or part of the $50 indemnity compensation. 
And where there is also a widow and children. 

Now, we have provided a minimum payment for the widow, where 
she doesn’t also get the $50 indemnity. The minimum payment to 
the widow in that case would be $100. 

There is also a limitation placed upon the parents in that particu- 
lar situation. A single parent who was the recipient of the indemnity 
compensation would receive not more than $75 and 2 parents, $100 sup- 
plementary payment. 

(See chart, appendix Q-3.) 

Captain Marrinrav. Now, for the widows of reservists under the 
Federal Employees Compensation Act, where there is a death in time 
of peace the widow gets $28,100,000, For children, $10,900,000, and 
for dependent parents, $4,100,000. 

Now, you see we can determine the total amount of money that must 
be laid aside under present law, would be $223 million. 
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Under the proposed plan A, the present value of the money required 
to be laid aside to meet the anticipated liabilities would be $108 million. 

Now, there is a marked difference, here. One reason is that plan A 
is tied in with the social-seeurity part that we have not shown in this 
chart but which we will come to later. 

Plan A depends upon social security carrying a goodly portion of 
that load. 

(The information referred to appears as appendix Q-5). 

Captain Martineau. Now, having shown a picture of the present- 
value money we would like now to develop a corresponding picture 
for the annual disbursements. 

That is the actual money that would have to be paid out each year 
to meet these same conditions. 

We have to show present law on this side, and plan A on the right 
hand side of the chart, as we did before. We assume the same con- 
ditions: A strength of 2,850,000, and the same number of deaths. 

The death gratuity: There is no change. The disbursement is the 
same as the present value calls itself a lump-sum payment. 

Captain Martineau. Now, we have the serviceman’s indemnity. 

The disbursement in the first year would be $6,800,000. That would 
gradually increase, of course, the second year and third year and so 
forth, until it reached a maximum at a level at the end of 10 years. 
At the end of the 10th year, of course, those who came in the first 
year would drop out and we would have another group coming in so 
that would remain level. 

In the 10th year, then, the disbursement would be $6,800,000. 

Under the plan A, the actual disbursements for the initial year 
would be $3,700,000, expanding until it reached a peak and a level of 
$78 million. Not necessarily, however, at the end of 10 years, because 
under plan A, the $50 indemnity can be paid beyond 10 years under 
certain conditions. 

This was determined by means of actuarial tables, that peak year and 
level payment of $67 million. 

Mr. Harpy. Your tables must show that you have a very low rate 
of remarriage. 

Captain Hoyt. No. 

Captain Marrrygav. Well, it is the standard remarriage rates, 
taken out of the standard remarriage tables, Mr. Chairman. 

Mr. Harpy. You have that building up to an annual cost equivalent 
to what it would be, almost, under your present gratuitious indemnity, 
and that would be a continuing figure, there, presumably. 

Captain Marrrveav. So would this (referring to serviceman’s in- 
demnity clock]. 

Mr. Harpy. I understand, but that is based on slightly more than 
50 percent monthly payment. 

Captain Martineau. The indemnity compensation is based on a 
$50 monthly payment. 

Mr. Harpy. But you have $92.90 over here, and that is based on 10 
years certain—your $67 million is, and it is indefinite in the event they 
are still living and don’t remarry. 

The only thing that would extend beyond the 10 years, certain, 
would be the rate of remarriage; isn’t that right 

Captain Martineau. And death. 
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Mr. Harpy. I said extend. Death would terminate. 

Captain Horr. Actually you will have under this thing some widows 
drawing this $50 a month for as much as 70 years, Mr. Hardy. 

Mr. Harpy. Because they don’t remarry ‘ 

Captain Horr. That is right. 

Mr. Harpy. You have anticipated a rather low remarriage rate. 

That is all right. If that is your table, just furnish us the table 
so we can compare them, too. 

Captain Hoyt. That is what we want to do. 

(The information referred to appears as appendix Q-6). 

Mr. Carnes. I believe Mr. Carlson would Vice very much to review 
those tables. 

(Mr. Carlson is the consulting actuary retained by the committee.) 

Captain Horr. I would like to say for the record at this point we 
welcome any examination of any of the assumptions by any actuary 
in the United States. We may be wrong in some of them and we may 
not, but they all used standard books. 

Mr. Harpy. The committee certainly appreciates the fact that the 
task group has done a monumental job in getting this stuff together 
and if they are in error in some cases—which I frankly hope that they 
are—we hope that we will find those before we get too far in this thing. 

Captain Martineau. Referring to the chart addition above de- 
scribed—now we refer to the veterans’ death compensation—that is 
the payment of $87 for the widow, and the payments for the children 
and dependent parents under present law. 

The initial payments—that is the disbursement for the initial year, 
$6 million, increasing to a maximum of $150 million, and of course 
that involves factors, there, of remarriage and death of the widows, 
the age of the children and the age and dependency of the parents. 

Under the proposed plan A, disbursements for the initial year would 
be $3,200,000, and peaking to a maximum number of $82 million. 

Captain Martineau. Then we add the disbursements under Fed- 
eral employees compensation which is $2,600,000 for the first year, 
and peaking to $62 million in the ultimate year. 

So now we can draw some totals. 

We see that the total payments for the initial year under present 
law, are $24,400,000, peaking to $289 million, actual disbursements. 

Mr. Harpy. Wait a minute; have you made any computation of 
what the costs would be under the present system, if instead of FECA, 
all of the beneficiaries now receiving FECA were paid under other 
systems ? 

Captain Hoyr. The $62 million that you see on the top, there, is 
the excess. 

Mr. Harpy. That is the excess. So that the regular’s rate is in- 
cluded in the $150 million. 

Captain Hoyt. That is right. In other words, the FECA deaths 
would cost that much more. 

Mr. Harpy. That much more than what it would be under the 
other benefits ? 

Captain Hoyt. That is right. 

Mr. Harpy. The large column in the middle is the calculation of 
actual VA compensation being paid, plus that VA compensation which 
would be paid, if FECA had not been elected. 
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Captain Horr. That is right. 

Mr. Bares. I think it should be pointed out that this table is a little 
bit unusual because it doesn’t reflect present values. You have thrown 
in here peak years, and peak years are bound to distort a figure. 

Captain Martineau. That is the peak year and it is the year at 
which it levels off and remains at that leak 

Mr. Bares. That is right, but it is a little different from the figures 
which you have given to us previously. 

Captain Martineau. The previous chart. 

Mr. Bates. In the books which we had before today. 

Captain Martineau. They are the same as the cost figures we pre- 
sented in the early part of this hearing, Mr. Bates, if you will recall 
that. 

Mr. Bares. Now you had VA, new deaths at $171 million at the 
total VA payment and FECA at present values. Here you have 
peak years, and peak years will be on a sustaining basis [reference 
made to appendix Q-3]. 

Captain Martineau. There is the money which must be kept in 
the fund at the end of that particular year in order to meet the future 
obligations [referring to FECA figures]. 

Captain Horr. Those are the same figures you have in your book 
but they are broken down differently. 

In other words, we have the parents of children—instead of having 
the whole VA added, we have it broken down into categories but the 
VA figures will add up to $171 million. Disbursements are always 
more, 

Mr. Harpy. Does that chart reflect your present annual value? 

Captain Hoyt. That is the amount of money which, at 214 percent 
interest, with the exception of the serviceman’s indemnity, should be 
laid aside the minute a man dies, in order to pay all the benefits accru- 
ing from that death and the second chart Captain Martineau showed, 
shows how those payments are made. 

Mr. Harpy. You say that is the amount which should be laid aside. 

Captain Hoyt. That is right. 

Mr. Harpy. That is the capitalized value of the death benefits. 

Captain Horr. That is right, discounted at a given interest rate, 
which in this case is 2.5 percent, with the exception of the indemnity, 
which is discounted at 2.25 percent. 

Mr. Harpy. But the other figure we had up there was the annual 
rate of disbursement. 

Captain Hoyt. The annual rate of disbursement and the capitalized 
or present value is never going to be the same, Mr. Hardy. 

Mr. Harpy. I understand that. I wouldn’t expect it to be the same 
but I would expect capitalized value to be considerably higher than 
the annual rate of disbursement. Maybe we are not talking about the 
same thing. 

Captain Hoyt. Let’s come back to the next chart and I think we 
will get it straight. 

(Appendix chart Q-3.) 

The next chart shows, first of all, the annual rate of disbursement, 
and then the amount you will get when you have all the year groups. 
In the case of indemnity you have 10 groups being paid under present 
Jaw and that will be greater—61.3 on this chart. 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 295 


Mr. Harpy, Let’s have the other chart back. We have so many 
actuarial things to be concerned with here. 

Is there anything further on this chart ? 

(Appendix chart Q-5. 

Captain Marrrneav. Perhaps I could point out something that 
might clear this up: This “present” is the money that must be laid 
aside to take care of the deaths that will occur in this particular year. 
This isn’t the rate at which the money is paid out. This is the money 
that is going to be paid out over a number of years but it isn’t paid 
out yet. 

Mr. Harpy. You have the capitalized value of all these annuities. 
That is the capitalized amount you have to put into the kitty. 

Captain Horr. I would say the equalized amount. 

Mr. Harpy. This figure you have here is your actual expenditures: 
for each year. I am going to skip over this actuarial computation we 
had a minute ago. 

Captain Martineau. It is the actuarial expenditure for the first 
year and the ultimate year. 

Mr. Harpy. The first year doesn’t mean a thing in the world beeause 
if you start off in the first year on a new plan you have to pick up 
where you left off on the old one. 

Tell me what year reversed in history, that would be represented. 

Captain Marrrveav. It is a theoretical quantity. It is the pay- 
ment you would have to make if you started out fresh with this number 
of deaths, 6,135, occurring in the year. 

Now, there is the money you would pay out for that year, $24.4 
million. 

Mr. Harpy. If we were starting out new and didn’t have to pay 
anything. 

Captain Marringau. We know, of course, that is not the actual 
case. 

Mr. Harpy. Now, under your VA compensation you have just 
developed that the FECA column up at the top, there, is that excess, 
which is a computed figure, and the $150 million in the large block 
represents what the VA compensation would be, if all the benefici- 
aries were receiving at the same rate as the regulars. 

Captain Martineau. Yes. 

Mr. Harpy. That leaves you with $150 million in VA compensation 
is contrasted with $82 million in your new plan. 

Captain Martineav. Yes. 

Mr. Harpy. It leaves you with a total of $218 million under the 
present plan, forgetting the FECA, as compared with $156 million 
under your proposed plan. 

Captain Martineau. That is right. 

Mr. Harpy. That is a difference of how much ? 

Captain Martineau. Disregarding the FECA, that is $227 million, 
here, $227 million as compared to $156 million. 

Captain Horr. That is $71 million. ; 

Mr. Harpy. $71 million difference, is that what is is, Captain ? 

Captain Horr. Yes, sir. 

Mr. Harpy. Where does that $71 million come from if you leek 
at the present beneficiaries? I have been through your charts and 
I have had a little difficulty in finding where your saving takes place. 
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Actually, if you disregard the FECA computation # these other 
charts that you gave us—and you can leave out social sécurity from 
this consideration because under the present system you have a cal- 
culated $200 million, according to your table, as against $184 million 
in social security under your proposed proposition. 

I would just like to know just what group of beneficiaries is absorb- 
ing or acting for this $71 million difference—and we can forget social 
security, entirely. I can’t find them. 

Captain Martineau. It is the parents. 

Captain Hoyt. The parents and the children. 

Mr. Carnes. You mean nondependent parents, don’t you? 

Captain Martineau. I mean dependent parents. Under present 
law, dependent parents are paid $75 each—_$15 for 1 parent, $40 each 
for 2, over and above whatever is paid to widows and children. 

Mr. Carnes. Do you mean the savings in your program is going 
to come from truly dependent parents ? 

I was under the impression that the saving was coming by the reliev- 
ing payments to certain nondependent parents. I realize that as a 
sort of saving. You are saying now that you also hope to effect savings 
on truly dependent parents ? 

Captain Martineau. Under the proposed plan, where there is a 
widow and children, the parents are not going to get the same pay- 
ment they would get if there was not a widow or children. 

Mr. Carnes. Even if they are truly dependent? 

Captain Martineau. Yes. 

Mr. Carnes. They will get less under your plan than they are en- 
titled to now, if they can establish true dependency. 

Captain Martinrav. The answer to the foregoing question is 
“ves.” 


" Admiral Grenreiu. May I have Captain Hoyt add to that answer, 
please, sir? 
Mr. Harpy. Yes. 
Captain Horr. I think there is a modest difference in the dependent 
parent when there is a widow also being _ under the new plan, 


but the bulk of the savings on parents in this plan would come more 
from a change in the definition of dependency than from any other 
item. 

Another large item in there is the fact that we pay the dependent’s 
compensation to a widow, alone, and the family benefit, the extra bene- 
fit for the children, comes from the social security. Those are the two 
items: the nondependent parents and the minor children. That is 
where the savings come, in this plan—the minor children, where the 
mother is alive. 

Mr. Carnes. In an earlier hearing I raised the question of whether 
or not the benefit levels under plan A would provide anyone with less 
than what they were receiving at the present time, and I thought the 
answer to that was that they would not, at this particular time. 

Now, in the caseof truly dependent parts, it would, is that right? 

Captain Hoyt. In the case where there is also a dependent widow, 
they would get slightly less. 

Mr. Carnes. We realize where nondependency exists this plan would 
save a considerable amount. 

Captain Hoyt. That is the bulk of it. There is very little differ- 
ence between dependent parents. 
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Mr. Carnes. Captain Martineau, did the task force on these pro- 
jected savings in FECA and VA compensation—did you consult 
with the Department of Labor and the Veterans’ Administration, 
and did they concur in your projected savings, or not ? 

Captain Marrinnav. I would like to call on Captain Hoyt for an 
answer to that question. 

Captain Hoyt. We have talked with the Veterans’ Administration, 
and at some length, when we were working with the Kaplan com- 
mittee, on the basis—— 

Mr. Carnes. I am talking about on the basis of figures presented 
to the committee this afternoon. 

Captain Hoy. I understand that, and they are basically developed 
from table 32, of the Kaplan committee report, and certain savings 
were made there as to the composition in your officer strength. 

Mr. Carnes. The figures that have been projected this afternoon, 
in them, you did not consult with the Veterans’ Administration, or 
the Department of Labor, as to their authenticity ? 

Captain Hoyt. No, sir; because, after all, this is a projection, and 
in any kind of comparative projection you use the same assump- 
tions for both groups of people, and your relative error is going to be 
very small. 

Mr. Carnes. There is no question but what they did approve the 
basis used in the Kaplan committee report ? 

Captain Hoyt. It was approved by almost all the agencies of the 
(G;overnment that I know of, that looked it over. 

Mr. Harpy. I must confess that I had not understood previously 
that plan A contemplated any substantial reduction—eliminating 
FECA, of course, that is the one that I don’t think any of us can 
argue too much about. There is an equity involvement in that, that 
we certainly need to straighten out, but I had not previously under- 
stood that with respect to truly dependent parents and children, 
there was any substantial decrease in payments to anybody. 

Captain Hoyt. To the children, Mr. Hardy, when you take in the 
social-security benefits, there is no decrease. To the purely dependent 
parent at 65, there is no decrease. 

Mr. Harpy. If there is no decrease with respect to the children, 
then I have a little difficulty in understanding the social-security 
factors which are employed in the chart previously presented to us, 
because under the present system you have a figure of $200 million 
in there, and under the proposed system you have only $184 million. 

Captain Hoyt. We are coming to that, Mr. Hardy, in our last chart, 
appendix Q-5. 

Mr. Bares. If they have the assumptions with them they used in 
arriving at these computations, we should have them inserted in the 
record. 

Captain Hoyt. They were listed on the second chart. 

Mr. Bares. How many dependent parents do you have now than 
under the other situation ? 

Captain Hoyt. I will be glad, then, to furnish a tabulation of all 
the assumptions made for the record. 

(The information referred to appears as appendix Q-7.) 

Captain Hoyt. I can give you a rough rundown on it. 

Mr. Harpy. I think we should have the accurate ene. Let it be 
submitted. 


65018—55 20 
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Captain Marrtneav. Are you finished with this disbursement 
chart 4 

Mr. Harpy. I have seen all of that I want to see right now. 

(The chart referred to is No. XVII of appendix B.) 

Captain Marrineav. This is the chart we showed on the first day 
and it is the same figures we showed in the previous chart. It is sim- 
ply—it simply indicates how we start out with the initial year and 
how the payments build up to a maximum, under the present plan of 
$289 million. 

Under the proposed plan A, they would build up to a maximum of 
$156 million. Again, of course, excluding social security from both 
plans, or a difference of $133 million annually, after the peak level 
year has been reached. 

Mr. Bares. That is for those who were involved in it in the first 
instance or does that take into consideration the added increment as 
time goes on ¢ 

Captain Martineau. Well, this indicates the added increments 
right here. Assuming that we start with the theoretical point of 
origin. Starting fresh, and you have so many deaths the first year 
that you have to pay off, and that liability continues. The second 
year you have some more deaths with new liabilities and it builds up 
to a maximum indicate here [indicating]. 

Mr. Bares. That is with the current force which you have today? 
In other words, the $156 million and the $289 million, does that have 
to do only with those who were in the picture originally, and who 
were added in as time went by? 

Captain Martineau. No, it assumes a continuing $2,850,000 force, 
for a period of ninety-some years. 

Mr. Bares. That would be your continuing figure at that particu- 
lar level, in the future? 

Captain Martineau. That is right, sir. 

Mr. Carnes. That $289 million figure is made up entirely of gra- 
tuitous benefits, is that correct ? 

Captain Martrngav. That is correct. 

Mr. Carnes. If you divide the number of deaths, 6,135, into that 
$289 million, you find it is approximately $47,000. You are saying 
for every death that occurred in 1955, that these, these 6,135, that 
it cost the Government approximately $47,000 to pay the ultimate 
benefits on that number of deaths. 

Cantain Marrrneav. No, you are paying for the deaths that oc- 
curred in every previous year, too. You are paying for the remain- 
ing deaths, if any, that occurred in the first year. In other words, a 
death occurred at the zero year. The death of a serviceman, and he 
left certain dependents. Now, that payment, let us say it was an 18- 
year-old wife who never remarried. 

Mr. Carnes. I thought in answer to the chairman’s question when 
he asked you essentially the same thing that you were merely trying 
to project 1 year. 

Captain Martineau. No, sir. 

Mr. Harpy. That is what you have, Captain, actually. When you 
get down to the end of your column you have a figure of $289 mil- 
lion which is costing you that year. 
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Captain Marringav. That is what it is costing for that 1 year. 

Mr. Harpy. It is costing you for that year and for every other year 
after you reach the levelling-off point. 

Captain Martineau. That is exactly right, and that is a payment 
for every death that has occurred previously. 

Mr. Hisio? It assumes a rate of 6,135 deaths per year. 

Captain Martrngav. That is right. 

Mr. Harpy. And that is the figure you arrive at with that 6,135 all 
the way through, and I believe Mr. Carnes is exactly right. You 
have an average value of $47,000 per death. 

Captain Martineau. No, because we are not paying here for the 
6,135 deaths that occurred in this year. You are paying for the 6,135 
deaths that occurred in the first year, for the 6,135 deaths that occurred 
in the second year, the third, the fourth, the fifth, each one of them 
builds up to an accumulation. 

Mr. Harpy. Of course, it does. Of course, it does. But you are 
dropping off one year and adding on the next, as you go along. And 
your average, if it would come out any different than that, then I 
can’t add. 

Captain Martrngav. I don’t think you can properly divide $289 
million by 6,135. 

Mr. Harpy. To get an average cost per death that is the way you 
would have to do it. That is projected over a period of time. It is not 
an annual cost. 

Captain Horr. Mr. Chairman, may I interrupt to say that I think 
the $47,000 figure you used is a correct statement of the annual dis- 
bursements on the gross. If you go back you will see we accumulate 
a present value of $228 million on every year, which is corresponding 
to the $289 million. The difference between the two is the interest to 
be paid over the years. In other words, your statement is essentially 
correct. 

Mr. Harpy. You know we have run just about one hour and a half 
on a 20-minute presentation here, because of the inquisitive nature of 
the committee. 

Captain Martineav. It is a very important subject, of course, Mr. 
Chairman. 

Mr. Harpy. It is, indeed, but we will have to wind this up very 
quickly. Lets proceed to the next chart. 

(The chart referred to appears as appendix Q-8.) 

Japtain Martineau. We have excluded social security from pre- 
vious charts. Now we would like to develop social security under the 
proposed plan A, and presently as we will see, under present law. 

We have indicated in this box right here, three methods by which 
the estimated costs of social security, in its application to the armed 
serviees, can be determined. The tax basis method, the proportional 
basis method, and what is called the residual basis method. I would 
like to come to each of these presently and explain them. 

I would like to start off, Mr. Chairman, with an explanation of plan 
A—social security for plan A. We have included in here, so you can 
get a.total, carried over from previous charts, the cost of the death 
gratuity and the total VA benefits, and they are as indicated. 

Now, the cost to the Government under plan A would be $184 
million annually, and that, of course, is based upon the 2 percent em- 
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ployer tax that would be levied for the rates of pay that would vary 
rege the minimum $200, to the maximum $350. That would amount. 
to $184 million annually. 

Mr. Harpy. That is the Government’s contribution. 

Captain Martineau. That is the Government’s contribution. 

Mr. Harpy. That is equal to $184 million put in by the service 
person ? 

Captain Marrineavu. And another $184 million would be put into 
social security by the serviceman. 

Mr. Harpy. So your total contributions to social security would be 
$368 million per year? 

Captain Marringav. That is right. 

Now, that method we used to determine the $184 million is the tax 
basis method. We take the number of ple and the rate of pay. 
This only reflects the Government’s contribution. 

We have carried over the previous cost, the death gratuity, total 
costs paid by VA and total FECA cost. Now we come to costs under 
present law, of social security. That is estimated to be $200 million. 

Now, as we pointed out before, it is recognized that that is a contro- 
versial figure, and we would like to show how this estimate is developed 
on the three different bases: The tax basis, the proportional basis, and 
the residual basis. 

First, on the tax basis: That assumes we have taken every person 
on active service and taken 4 percent of their $160 wage credit, and 
assume that that would be paid to social security; let’s assume 1114 
percent factor, because of the restrictions that are made upon social 
ae in its present application to military personnel. By that I 
mean that the person leaving active service, entitled to retirement pay 
for longevity, cannot carry forward the social-security credits that 
he has. 

Mr. Kean. That is not a cost to the Government, that is a cost to 
the employer and the employee who contributes to the trust fund. 

Captain Horr. Captain Martineau did not point out, but in this 
$160 wage credit, we have an indication that that is borne by the em- 
ployer and the employee. 

Captain Marrineav. It is a cost to something and it is being borne 
today, as we all know, by the OASI trust fund. We are attempting 
to determine what is that cost that is being borne by the trust fund. 

Mr. Harpy. Did I understand that you reduced that calculation by 
11.5 percent because of a nonretirement feature for longevity ¢ 

Captain Martineau. Nonretirement feature and noncoverage. In 
other words, the person who leaves active service being entitled to 
retirement pay, there is no old age coverage, nor is there any survivor 
coverage. 

Mr. Harpy. That 1114 percent, that reduced by the cost of retire- 
ment, then, let’s put it that way. 

Captain Marrtngav. Yes, sir. 

Mr. Harpy. Where did you get that figure? 

Captain Horr. That figure was tabulated to some extent for the 
Kaplan committee. All the details on that are available to Mr. 
Carlson. 
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Captain Martineav. Now, there are two other methods by which 
this estimated cost can be determined: The proportional basis method 
and the residual basis. Did you care to go into that, sir? 

Mr. Harpy. I don’t think we should. I think this gives us a gen- 
eral idea. Suppose we just take a look at what they amounted to, we 
won’t get into the method by which they were arrived at. 

Captain Martineau. The estimate on the proportional basis is 
what, Captain Hoyt? 

Captain Hoyt. I believe that was furnished Mr. Myers yesterday, 
$220 million. 

Captain Marrrngau. And the residual basis? 

Captain Hoyt. $120 million in the future, both figures were fur- 
nished by Mr. Myers. 

Mr. Carnes. Did Mr. Myers check your $200 million figure, 
Captain ? 

Captain Hoyt. He knows all about it. 

Mr. Carnes. Did he concur in it? 

Captain Hoyt. He said that is one way of doing it. They have 
three ways of doing it. Now, it is my opinion—and I want to say 
that this is my personal opinion—the OASI trust fund is just like 
any other group insurance. 

Mr. Carnes. Excuse me just a minute, Captain. If the committee 
has to make a decision on this, itsn’t it logical that they would predi- 
cate their decision on a statement made by the actuaries of the Social 
Security Administration ? 

Captain Hoyt. I think so. 

Mr. Carnes. And he has not concurred in that $200 million figure. 
He merely says that is one way to have done it. 

Captain Hoyr. That is correct. I don’t believe, however, we would 
find any fault with the arithmetic that is in it, if you adopt the group 
insurance principle. If you are going to work on a residual basis and 
pay only the cream, or the excess cost, naturally it will cost you less. 
If you pay on the proportional basis, it will cost you more. 

Mr. Harpy. The method of computation is determined by what 
you are trying to prove. 

Captain Hoyt. No; I think you set out what you think is a method 
that is correct, and I don’t think there is much argument in any 
group-insurance plan that if your people get paid the benefits and 
don’t pay for them, the fund has lost the income, plus its interest. 

Mr. Harpy. We are going to have to get into those things a little 
bit more carefully when we get into serious study of these costs and 
the actuarial computations. 

This has certainly been a clear presentation, Captain, and I want 
to thank you on behalf of the committee for that, in spite of the fact 
that I find a good many areas that I have a little difficulty in under- 
standing. 

Thank you very much, Admiral and Captain. 

Mr. Bates. Mr. Chairman, I do think it should be pointed out for 
the record that these differences in cost do not reflect differences in 
benefits to individuals. 

Mr. Harpy. That is right. 

The committee would like to hear at this time from Mrs. E. D. 
Hubbard, if she is here, with Admiral Leahy. 
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STATEMENT OF ADM. WILLIAM I. LEAHY, IN BEHALF OF MRS. E. D. 
HUBBARD 


Admiral Leany. We will only take a few minutes of your time. 

I retired about 1950, went to law school and I am a practicing 
lawyer. I was a shipmate of Commander Hubbard many years ago. 
I was largely responsible for his getting the command to which he 
went. Mrs. Hubbard, not 2 weeks ago, advised me of the fact that 
the survivor benefits situation was being considered in Congress, and 
asked me if I would try and help and I said I would be very glad to 
do it. So I represent only her, and I am not adequately prepared as 
to what has transpired. It was not until this morning, as a matter 
of fact—the committee has been very gracious to me, Mr. Carnes has 
talked to me, but I am afraid we can’t contribute a great deal to what 
has already transpired. 

I would like to point out the general situation as we see it. Over 
the period from 1942 until now, Mrs. Hubbard, who at that time had 
a daughter age 15, has received compensation which averaged roughly 
$60 a month. Now she was very fortunate, much more fortunate than 
a great many others were.. Her husband left her commercial insur- 
ance in the amount of about $20,000. She received Navy mutual aid, 
the proceeds of which are about $7,500, and she received a death gratu- 
ity for 6 months at that period, and since then she has received a few 
bequests. Her father died and left her a small amount of money and 
a small amount of property. 

Now, notwithstanding this $60, which is now $87—and she is a very 
capable manager, too, I may say—she has had to eat into her capital. 
It is not exhausted. In the course of the next 10 or 15 years, at the 
present rate, and if living costs go up, it will be exhausted. 

It was only this morning that I was able to see one of the proposed 

plans. I understand there are four. The only one that I have had a 
chance to read, even, and I wasn’t able to absorb it and digest it as a 
lawyer would like to, and as I understand, is the one called, I think, 
rylan A. 
I would like to say in the favor—not with respect to all amounts 
involved—but the principles of the three means of compensation are 
something with which we are in thorough sympathy. That is the 
gratuity, particularly for the wife and the children. And the other 
feature, the indemnity compensation which takes care of things for 
2 or 3 years, if there is no insurance, of course. And then the long- 
term arrangement which you now have. 

Within that framework, none of us can find perfection, of course, 
but within that framework the committee is almost certain to come up 
with not the perfect solution, but something which will take care of 
the needs of nearly everybody, in one way or the other. 

In the case of Mrs. Hubbard, and I evaluate it, she would, because 
her husband was a commander with over 16 years’ service, at that time, 
she would receive under that plan, something like $153 per month, 
which we don’t say is adequate, we don’t say that is the proper figure. 
but certainly it is a step in the right direction, and we would like to 
see it go through and we would certainly not oppose it. 
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She would receive, also, bearing in mind that Commander Hubbard 
died in 1942, he didn’t have coverage under social security and that 
sort of thing, the provision in the law would give to his wife that pro- 
vision at age 65 and I think that is a very equitable provision. There 
will be a gap in there, of course, but nevertheless when one reaches 65 
it isn’t only a question of not spending so much money sometimes, but 
you do need a great deal more care and what not. And sooner or later 
I think the services are going to have to get into social security one 
way or the other. 

Now, those who have gone, of course, can’t contribute to it. How 
they are going to contribute to it in the future we just don’t know. 

Mr. Harpy. Admiral, would you think that social security, as such, 
is an essential part of this survivor benefit program, or does it really 
matter what the source is if there is reasonableness of benefits? 

Admiral Leany. Bearing in mind, Mr. Chairman, that I haven’t 
had too much time to think about this, except as one in my position 
would be thinking of it, in general, I would say the absorption of the 
social security system somehow into our retirement principle and sur- 
vivors benefits principle is excellent, and for this reason: We have 
known in the past—we have had in the past situations where men 
who did have social-security benefits already accrued, have had to be 
taken into the service. We will have more in the future. 

Asa lawyer right now, I would like to be able to come in under social 
security. Asa lawyer, I can’t yet. We hope that will go through some 
day. 1 think that it should be and whether we talk about the source, 
or not, I feel that the merging of the services with the social-security 
principle is correct, in principle at least, however it is attained. 

Mr. Harpy. That is one that you and I might have a little trouble 
arriving at very definite agreement on, although I am trying to defer 
reaching a firm decision on my own until after we get all the evidence 
in. 

There is one aspect of the social-security system that has bothered me 
and in view of the situation that you have described to the committee, 
I think maybe you would feel qualified to comment on it, and that is 
the situation under which a widow without minor children receives 
no compensation under social security until she arrives at age 65. 
To some of us that seems to present something of a problem. Some of 
us have felt that the situation confronting the widow at age 55 would 
not be any better than at age 65. 

Admira] Leany. That is quite right, sir. 

Mr. Harpy. And at 55 she is very unlikely to have minor children. 

Admiral Leany. That is quite right, Mr. Hardy. As I say, we 
can’t come out with the perfect answer now. I think this is a very 
important point. Now, whether or not in time a modification might 
be arrived at whereby widows would come into the benefits from 
social security at an earlier age than 65 is something which we haven’t 
considered at this point. I mean that would be practicable. It might 
be the answer. 

Mr. Harpy. That is one of the difficulties confronting the commit- 
tee in the consideration of social security. 

Are there any questions? 
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Mr. Carnes. At the time of Commander Hubbard’s death, if there 
was a minor child, for a short period, she received compensation for 
the child as well; did she not, Admiral ? 

Admiral Leany. She received $38 a month for herself and $30 a 
month for her child. Over the years that was gradually increased. 
First, it was increased to $65 total, and then $65 for herself alone, 
and then $75 and then $87. This morning, doing it hurriedly, I took 
the month for which she received these various figures and multiplied 
by the amount and divided by the total months and came out roughly 
with a figure of $60 over that whole period. 

Mr. Harpy. Admiral, the committee is indebted to you for coming 
up and giving us your thinking and pointing out the situation in 
which Mrs. Hubbard has found herself. It is a rough problem and 
we are doing the best we can to find some proper solutions. 

Admiral Leany. I appreciate that, Mr. Hardy. I have seen it 
here this afternoon. I didn’t realize how far you had gone. I realize 
the problem is in extremely capable hands. 

I have one other point. Inequities go both ways, as you know. 
The United States Government has probably suffered some of the 
inequities involved in this problem, but sometimes the search for 
perfection delays things to the point where those who are suffering 
continue to suffer too long. I would hope that as in many other 
endeavors in life, something could be done possibly in this session, 
even if it isn’t the perfect answer. 

Mr. Harpy. I think, admiral, that I can carry out my own inclina- 
tion and that of the other members of the committee as I understand it. 
Insofar as we are concerned we are expecting to have some sort of 
action taken before this session is over. Asa matter of fact, under the 
resolution under which this committee is operating, it stipulates that 
we shall report not later than December of this year. 

Mr. Garnes. December 15. 

Mr. Harpy. We are going to be reasonably expeditious in the han- 
dling of it. 

Admiral Leany. Thank you very much, Mr. Hardy and gentlemen 
of the committee. 

Mr. Harpy. Thank you. 

Now we want to hear from the American Legion. Mr. Kennedy, 
you and Mr. Kraabel and others may come forward. 


STATEMENT OF T. 0. KRAABEL, DIRECTOR, NATIONAL REHABILI- 
TATION COMMISSION; ACCOMPANIED BY CHARLES W. STEVENS, 
ASSISTANT DIRECTOR, REHABILITATION COMMISSION; JOHN J. 
CORCORAN, LEGAL CONSULTANT; MILES D. KENNEDY, LEGISLA- 
TIVE DIRECTOR; AND EDWARD McGRAIL, CHIEF OF INFORMA- 
TION, NATIONAL REHABILITATION COMMISSION, AMERICAN 
LEGION 


Mr. Harpy. We are very glad to have the representatives of the 
American Legion with us this afternoon. I know that they can be 
very helpful in the course of this study. We have had some con- 
versations previously. I want to express my appreciation for the ex- 
pressions of desire to cooperate with the committee and we are de- 
lighted to have you here. 
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Mr. Kennepy. I am the legislative representative of the Legion. 
I want to thank you on behalf of the American Legion for the oppor- 
tunity of appearing before the committee to express our views. 

We have with us Mr. T. O. Kraabel, the director of the national 
rehabilitation commission; Mr. Charles W. Stevens, his assistant; 
Mr. John J. Corcoran, the legal consultant; and Edward McGrail, 
chief of information. 

Mr. Kraabel has a short statement which he would like to read. 

Mr. Kraapei. Mr. Chairman and members of the committee, the 
opportunity to attend these hearings and appear before this committee 
is very much appreciated by the director and staff of the national 
rehabilitation commission of the American Legion. We wish to 
express a word of gratitude to the chairman and members of the 
committee and its staff for their consideration of our interest in this 
vital subject. 

This is a tentative statement subject to any amendment or change 
which our commission, the national executive committee or the na- 
tional commander may decide to make. We are here at your invita- 
tion, Mr. Chairman, and with the understanding that the national 
commander may, if he wishes, file a formal statement following the 
meetings of the national executive committee, scheduled to be held 
in Indianapolis, Ind., May 4 to 6, 1955. 

Policy determinations im our organization are made by national 
conventions and the national executive committee. This select com- 
mittee has before it a most important benefit program. The Ameri- 
can Legion is deeply interested in it. We have a longstanding policy 
or understanding on it. Before formal testimony ean be offered on 
the position of the organization with reference to any amendments to 
or revisions of the program, consideration and action must be had 
by the governing body. 

These hearings have been a singular experience to us. They per- 
tain to what may be termed a remodeling job of a program or programs 
extending benefits to survivors and dependents of service personnel 
and veterans. Whereas our organization had a great part to play in 
the buildup of some of these laws back in the 1920’s, and later in what 
we choose to term the reconstruction period of the 1930's, it has now 
been invited to give careful consideration to this remodeling effort. 

As service officers and members of the staff of the national rehabili- 
tation commission, we are deeply conscious of the complexities and 
ramifications that are to be confronted in such an undertaking. We 
recognize the vast amount of study and research done by the select 
committee and its staff, the representatives of the Department of 
Defense, Bureau of the Budget, General Accounting Officer, Social- 
Security Board and Veterans’ Administration. 

In ardition to an appearance before the predecessor committee on 
this subject in the 83d Congress, we have filed with this select com- 
mittee two memoranda. The first, dated March 8, 1955, sets forth our 
reaction and collateral thinking on what had been made available up 
to that time on the select committee’s objectives. 

The second memorandum, dated April 13, 1955, was more or less a 
commentary on proposals A and B. Therein were set forth certain 
observations and questions on points which we felt should be further 
explained or elaborated upon by the proponents. The testimony we 
have heard during the past 10 days has covered these items. 
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Plans C-1 and C-2 were made available on April 22 and have been 
largely the subject of discussions at the hearing sessions this week. 

The total subject of survivors benefits and the proposals now before 
the select committee are regarded of vital importance by our national 
commander. He looks upon the mission of the President’s Commis- 
sion on Veterans Pensions the same way. In order to fully study, 
analyze, and comprehend these subjects he has appointed a special 
subcommittee to collaborate with the standing commissions concerned 
and their staffs. He has called a high level special conference at 
national headquarters in Indianapolis for Wednesday afternoon, May 
4, 1955. 

To that group will be presented material and comments from these 
hearings. Same will have been carefully gone over first by National 
Rehabilitation Chairman McCurdy and a subcommittee of the national 
ren Tt commission meeting at national headquarters on May 
land 2. 

It is the sincere desire of National Commander Seaborn Collins and 

this organization to be as helpful as they can in the deliberations of 
this te committee and the groups who have brought out the pro- 
rosals. 
At the same time there are certain fundamental concepts which have 
grown up during the past 36 years with which the American Legion 
has had much to do and which we feel should be kept in mind in any 
new or revised survivors program. 

We believe in the Veterans’ Administration as a single independent 
Federal agency handling veterans’ affairs. Congress has enacted and 
ussigned to this agency a number of laws which provide disability 
and death compensation and pension, insurance, readjustment benefits, 
education, medical and hospital services to eligible veterans and their 
dependents. 

The Veterans’ Administration has district and regional offices 
throughout the country, as well as 172 hospitals. It has grown from 
an original consolidation of three different bureaus back in 1921 to 
one of the most extensive and best known of Federal agencies. You 
are all familiar with it and the programs it administers. 

Of particular interest at this time should be the volume of claims of 
survivors currently being paid. As of December 31, 1954, the totals 
were : 








Number of | Number of | Number of 








{ Number of 
War period ee widows | children parents 
EE BE Bo ois kamugiepactn atnien aeecalreeee j 55, 939 33, 427 4, 522 23, 596 
WORSE WON Dhikn dd ~ - cece cn isch dae eee j 273, 191 59, 966 133, 257 258, 725 
Meth oeiibe tits aan tavent oar paxanaaaeinamel | 81,620) = 744 | 17,284 | 88, 266 


The above pertain to service-connected deaths. 

There is also a death pension program which is available under 
certain requirements to the dependent widows and children of veterans 
whose deaths are not service connected. This is an important part 
of the current survivors program and does much to alleviate hard-_ 
ship among the dependent families who have been unable to estab- 
lish service connection for the cause of the veteran’s death. 
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Requirements to qualify for this benefit are more liberal in cases 
of World War I veterans than for World War II and Korea veterans. 
The American Legion has for some time advocated that the require- 
ments be equalized. The main difference is that the widow of a World 
War IT or Korea veteran must show that here husband had a service- 
connected disability at time of death which would have been compen- 
sable if rateable to a de of 10 percent or more. Thus far Congress 
has not seen fit'to effect this adjustment. 

Here are the figures on the death pension program : 


Number of 
, Number of |} Number of 
War period deceased 
Uaterans widows children 





1 269, 963 103, 118 


WE, Se aba tsdgancghbsdad al aledbovebadehvaditactuypepaien 294, 17 , 
WE OWE oll oe on cescbstasneaeeeeeeead aaa 26, 977 15, 4656 45, 575 
Korea. 


eee SLES con eal DAO Sdn ske cea be aausbaca hee ta onc ateaenone 261 208 382 


As to the life-insurance programs, there are Government statistics 
available which show the number and amount of death claims adjudi- 
cated and allowed up to December 31, 1954. These can be inserted 
in the record if the committee so desires. 

Our experience over the past three decades or so convinces us that 
veterans generally and their survivors are fairly well acquainted 
with the existence and functioning of the Veterans’ Administration. 
They know where to go and if they do not, they can soon find out. 
The congressionally chartered veterans’ organizations and other 
groups recognized by the Veterans’ Administration play a great part 
in representing these claimants. It is estimated that the service offi- 
cers maintained by these associations handle about 55 percent of the 
total load of survivors’ claims. 

Beneficiaries who do not choose to avail themselves of a veterans’ 
organization may deal directly with the Veterans’ Administration or 
vo through their Congressmen, as members of this select committee 
well know. 

In the interest of more complete information and understanding on 
the Veterans’ Administration and its functions, as well as in the 
interest of a claimant having the opportunity of dealing with a branch 
of this agency in his or her own State, the American Legion has long 
advocated that the receipt, adjudication, and settlement of death 
claims be decentralized to the regional offices. We feel sincerely that 
this would be a step in the right direction. This arrangement was 
in effect for a period of about 7 years—from 1938 to 1945—and proved 
very satisfactory. 

Another contribution which our organization has endeavored to 
make over the years to ease the way for the widow and dependents 
of veterans is to have all ex-service personnel preserve and make 
known to their families where their discharge or separation papers 
are and to see that certified copies of public records of marriages, 
hirths, and deaths are procured and properly filed. 

We have also had occasion from time to time to confer with repre- 
sentatives of the Department of Defense on the efficacy and coverage 
of their informational and counseling service. That is a great factor 
in any assistance program for survivors. 
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When one contemplates the present procedure of the Department 
of Defense paying the death gratuity, and the Veterans’ Administra- 
tion the insurance, indemnity, compensation, or pension, there is very 
little cause for a survivor to become confused. Other claims that 
might arise, such as accrued pay and allowances, or the burial award, 
should not prove too acapnnn: 

There are exceptions, of course. As to social security, under present 
arrangements, each one of us and the widow likewise would have to 
check with the local social-security office. 

All in all, we do not feel that the present system should prove too 
complicated or confusing to the survivor. It can be improved and 
our organization will join in any effort to that end. 

May I now comment on a tentative plan which finds favor with 
our staff. The committee will note that there are certain areas of 
agreement with other plans presented. 


I. DEATH IN SERVICE 


A. Death gratuity: We agree with the recommendation that the 
death gratuity benefit be continued and that there be a minimum and 
maximum, a floor and ceiling, to the amount payable. The scale of 
rates as set forth in the proposal appears satisfactory : 


Be) and Brits iitdenelel a_i lt ees i oe Se a ee Led $800 
i isc cncectinicliaeed ec i eect dial iia oS ees ce Ei Oe ee . 

RI a mescihen oovereotaee arte ly coe aptnia cbse tenet oot teal ee eee le 1, 040 
Fe ee RS hace cect thc nei eect ee cae aes ack ts tan ekbton cepa eaten ahaa amaretto 1, 200 
WO isles ele oe ee ey ea eS eee 1, 400 
BHF BO Bn on ernie dine ae eet eee eae 1, 600 
De cecensteo inns eae cip wee snianlinimshs ena nla adi Si ci ae Sil lace le ae el oe ae 2, WOO 
CR en oie cats Bins cae aed dae eee 2, 400 
Oa i De a ee DS Se ie ee ee ee ee =v 

a a aa se ic er es csi ae cnn ams LE ee 3, 000 


This gratuity would be payable to widows, children (unmarried and 
under 21, or actually dependent), dependent parents or other previ- 
ously designated dependent relatives within the presently authorized 
group. 

B. Servicemen’s indemnity: Payable at the rate of $50 monthly to 
widow, widower, children, parents, or dependent brothers and sisters, 
for 120 months; and to a widow until remarriage; to an unmarried 
child under 18 (or 21 if in school or while incapable of self-support if 
becoming so before age of 21); to a parent during dependency. 

Servicemen may designate within the permitted class. A stepchild 
would have to be designated or a member of the household. <A step- 
parent would have to be designated or meet the requirement of loco 
parentis. Benefit alternate to VA insurance and would be reduced 
re ($5 per month) for each $1,000 of VA insurance at 
risk. 

Mr. Carnes. On the serviceman’s indemnity, you appear to be writ- 
ing this for someone out in your field to try to give them a digest of 
what is being proposed before the committee. 

Mr. Kraaset. And that is what we are bringing before our commit- 
tee. 

Mr. Carnes. Under B, servicemen’s indemnity, there is no sentiment 
there, at all, even on a tentative basis, of what may be the feeling of 
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the American Legion, and I think that is what is of vital importance 
to the committee, even though you have the right, of course, to com- 
pletely reverse yourself or change your mind after your meeting next 
week. 

Mr. Kraanev. At this point, this is the feeling of the staff, Mr. 
Carnes, if you want that in the record. We favor this arrangement 
as the men of the staff. 

Mr. Carnes. This appears to be nothing more than a running com- 
mentary so we want that expression from you. 

Mr; Kraanen. It matches substantially what has been said in one 
of the proposals and to us, as a staff, we now favor it. 

Mr. Harpy. That is the thing I want to understand. That clears 
up any question. 

Mr. Kraasev. That we will bring to the committee at Indianapolis 
for their reaction and instruction to us. 

On death compensation we have a schedule which we have inserted, 
for the widow, unremarried, $100 per month, and at the age of 55 and 
over, $125. Then the seale, much the same as had been proposed, 
$135 per month for a widow and 1 child, and $30 for each additional 
child. 

One child alone, $75 with $30, additional children. 

Dependent parent, $75 a month, 2 parents, $100. 

In determining dependency of parents, follow provisions set forth 
in VA Regulation 1057. We believe these are considered quite lib- 
eral, but these are the product of experience over the years, as to 
what is used to determine dependency. 

As to those who serve more than 3 years and make a career of their 
military service, the staff feels that there should be an additional 
service increment added to these basic rates payable to the widow 
alone or to the widow with children. 

Mr. Carnes. Would you elaborate on additional increment there? 

Mr. Kraane. It is the $4 which you include in your plan. The 
staff favors that. 

Mr. Carnes. Only as an additional increment ? 

Mr. Kraapet. Yes. We shall also bring to the attention of our 
commission the 20-percent-of-gross-pay formula set forth in plan A. 
We are not going to obscure that, but are bringing that to their at- 
tention, also. 

Mr. Carnes. You say on a tentative basis you prefer the $4 per 
year, rather than basing it on pay ¢ 

Mr. Kraapen. Yes, sir, we do. We favor the $4 service increment 
per month for each year of service. 

Mr. Harpy. Rather than the 20 percent? 

Mr. Kraapet. Yes. 

Of the 2 proposals presented, we favor the service increment of $4 
per month for each year of extended active service prior to the death 
of the serviceman exclusive of the first 3 years. 

We shall also bring to the attention of our commission the 20 
percent of “gross pay” formula set forth in plan A. 

D. Federal Employees Compensation Act: We agree with the 
select committee and other witnesses that this act should be termi- 
nated fer Reserve components for disability or death resulting from 
military or naval service on or after the date of enactment of the 
new law. 
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Incidentally, we might comment that we feel it has been the dis- 
proportionate rate scale for certain survivors or reservists under 
this 'aw which has accented and stimulated the urge for a revised 
survivors benefit program. Eliminating the coverage of this act over 
military personnel, together with the increases recommended above, 
will do much to stablize and restore confidence in the death com- 


pensation and insurance programs administered by the Veterans’ 
Administration. 


Il, DEATH OF VETERAN 


A. Indemnity-and insurance: The indemnity coverage to extend to 
deaths occurring within 120 days after discharge in cases in which 
the individual was called to extended active service for more than 30 
days. Special term or other insurance should continue to be avail- 
able to men discharged from service with provisions and require- 
ments as currently in effect, under sections 620 and 621 of the National 
Life Insurance Act of 1940 as added by the Insurance Act of 1951. 

Mr. Carnes. Why do you feel this special 5-year term insurance 
should be extended to the man who comes out of the service and 
suffers no physical disability at all and can get commercial insurance 
at daalera risk rates? 

Mr. Kraaset. I will ask Mr. Stevens to comment. on that. 

Mr. Stevens. The committee is looking, Mr. Carnes, for some way 
in which these people can contribute to the welfare of their survivors 
after the veterans themselves die, and this is one possibility of their 
acquiring insurance which they may leave—pay for something and 
pass it on. 

Mr. Carnes. Couldn’t they acquire commercial insurance on the 
same basis, Mr. Stevens, and accomplish the same objectives? 

Mr. Srevens. They might and they might buy it at a cheaper rate 
in the ultimate. We don’t think too much of the veterans special term 
insurance, because it becomes very costly, even more costly than the 
participating national service life insurance. ; 

Mr. Harpy. That is true, it certainly does become costly and as this 
thing steps up, in a great many cases it would be found that an 
individual veteran would have been in much better shape when he 
first got out of the service to have taken some different type of in- 
surance in a commercial company, than to be caught with that in- 
creasing term proposition. 

Mr. Tracur. More and more of them are being caught in it. 

Mr. Carnes. Why do you advocate the continuation of this type 
of insurance / 

Mr. Srevens. It is a form which they can obtain readily upon 
separation and the one way that they are sold quickly to get insurance. 
Later on, they may find for themselves that they can obtain better 
insurance, which will be at a level premium term rate to cover them 
for the long pull. 

Mr. Carnes. Experience has shown that a very small percentage 
of the people being discharged are availing themselves of this so the 
purpose of your hoping to achieve is not being achieved at all. 


Mr. Srevens. We are concerned, just as is the committee, I believe 
concerned, with those who have their insurability impaired as a result 
of service. Weare particularly concerned about them, but we do not 
think at this time that this benefit should be removed from these folks 
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coming out of service because they are—those that are insurance- 
minded, are taking it out and it gives temporary protection until 
they can afford to buy better insurance. 

Mr. Harpy. I think the veteran would be better served, if there 
were some way to do it, if all the veteran organizations would partici- 
pate in an educational program and try to get them to take out some 
permanent form of insurance when they get out of service, rather 
than taking this 5-year term thing. 

Mr. Srevens. I would like to be one of them to advise them. I 
really would. 

Mr. Carnes. You say people are insurance-minded, taking out this 
insurance. If they were insurance-minded they should be able to go 
commercial as well. Mr. Kraabel, I think that is one point you may 
want to specifically speak to your group about and cover in your 
amended statement to the committee. 

Mr. Kraaset. We will do that, Mr. Chairman. It happens that 
the chairman of our insurance advisory board, Milo J. Warner, spent 
one afternoon with us here and he will be with us at the conference 
for this very purpose. Mr. Stevens has some definite ideas to bring 
to his attention and we hope to have something back from him and 
his group to convey to you. 

Mr. Harpy. In my own mind it is of very dubious long-term value. 
I can appreciate the fact that under certain conditions a few men 
will take it as they are discharged, but in the long run, I am afraid it 
is a disservice. 

Mr. Stevens. Term insurance, Mr. Hardy, is not sound insurance 
purchasing at all. 

Mr. Harpy. It surely isn’t. ' 

Mr. Bares. The last time I was home I talked with several veterans 
in their fifties and they have reached that position where they cannot 
afford to make these payments. So it appeared to me and even to 
them that in granting them that opportunity we really did them an 
injustice. 

Mr. Stevens. They can’t afford to carry it and they can’t afford to 
drop it. That is what it is. 

Mr. Bares. Because of this invitation to get under the program, 
they find themselves in that position today. 

Mr. Kraapev. B. Death compensation: Pay for service-connected 
deaths after separation on same scale and on same basis as 1-C. The 
vervice increment to the basic rate would be computed on the basis of 
extended active service up to last separation from active service. 

©. Beneficiaries now on rolls: Would be given option of electing 
compensation benefits as specified above. Persons now on the rolls 
receiving higher benefits under current laws could continue to receive 
same. Election should be exercised within 1 year from date of enact- 
ment of new program. 

D. Retired personnel : Would have the rights to benefits for veterans 
as described above and to rights afforded under the Uniformed Serv- 
ices Contingency Option Act. 

As I say above, the other items, the death compensation, thé bene- 
ficiaries on the roll and the retired personnel, our temporary feeling is 
much in line with what has been proposed. 

Now we come to the crux of the thing on social security and here 
we ask that the status of the serviceman at time of entry into service 
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should be preserved; he should be allowed to drop out any years not 
used as basis for another Federal benefit; and upon separation he 
would carry over whatever social-security coverage he had prior to 
entering service. 

Mr. Carnes. Then you are all in favor of the full freeze ? 

Mr. Kraasev. If that is what you term it, that is what we are for. 

The actuarial computation and mechanics of how this may be accom- 
plished will have to be left to the experts. It would seem that the 
wage credit coverage or $160 per month now in effect but due to expire 
June 30, 1955, should be continued, and extended over a limited period 
after separation until the veteran gets started in covered civilian em- 
ployment. 

We have been impressed but not yet convinced by the testimony 
offered on which and how the Armed Forces should be a under 
the OASI program, social security, Department of Health, Education, 
and Welfare. This is a question of greatest import and deserves, we 
a further study by actuarial and other experts before final action 
is taken. 

Again may I say that we certainly appreciate having had the oppor- 
tunity of listening in and participating in these hearings. I would 
also like to reiterate that this statement is a tentative one by staff 
members, subject to confirmation or whatever change or amendment 
niay be made by governing bodies at Indianapolis next week. 

Whatever the national commander desires to present to the com- 
mittee will be made available to you just as promptly as possible. 

Mr. Harpy. Again let me express the appreciation of the commit- 
tee. I am particularly glad to have the discussion on some of these 
things we have been working on for such a long period of time. 

Mr. Bates—— 

Mr. Bares. Mr. Kraabel, or Mr. Kennedy, I don’t care who answers 
the question which I have, but you are cognizant of the many inequi- 
ties which exist; today ? 

Mr. Kraaset. I think the particular situation was in the FECA. 

Mr. Bares. And there is social security where one is covered for 18 
months but not on 17 months and we have a long string of them. 

I gather you are 100 percent behind this study; is that right? 

Mr. Kraasew. Definitely. 

Mr. Bares. I ask this because of public statements which have been 
made both here in Washington and in other parts of the country— 
I think Mr. Kennedy knows whereof I speak. 

I understand you are 100 percent behind this study. 

Now, my secend question is this: Is there anything this committee 
has done to date which is in conflict with the aims of the American 
Legion. 

Mr. Kraanet. The study certainly is not. No, nothing else. 

Mr. Bares. Is there anything that has been done to date which 
would justify criticism from any source? 

Mr. Kennepy. Not to my knowledge, Mr. Bates. 

Mr, Bares. You share that feeling, Mr. Kraabel ? 

Mr. Kraapew. Yes, sir. 

Mr. Kennepy. We can’t control what 4 million fellows say. 

Mr. Bares. I have been very quiet on this subject as you well know, 
and I intend to remain so today, except that I want the record to 
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clearly indicate what the views of the American Legion are, at this 
moment. 

Mr. Kennepy. I think you will recall in answer to a phone call you 
made to me, Mr. Bates, I sent you a letter along that line some weeks 
ago. 

“Mr. Bares. Yes, sir, and I felt that was a fine statement, but sub- 
sequent to that, another statement was made by a responsibile author- 
ity which appeared in my judgment and the judgment of others, to 
be in conflict with your letter. 

Mr. Kraaset. Might I also say, Mr. Chairman, that about 4 years 
ago soon after the results of the FECA, adjudication of certain claims 
came to our attention. 

The national convention went on record that there be an adjustment 
to certain survivors, including those getting only the $87. 

Mr. Harpy. In addition to the FECA being the most glaring of the 
inequities, there are, I believe, quite a number of others that have 
created grim hardship conditions, and those are the ones that the 
committee is particularly concerned about. 

I am especially glad also to have these comments in connection with 
the previous activities of the committee and the activities of the com- 
mittee to now. 

I have to agree with Mr. Bates that there have been some remarks 
made, some publicly, so rather—well, there has been indicated not only 
u lot of irresponsibility but perhaps some deliberate attempts to be 
misleading, and I am glad that we haven’t seen any evidence of that 
since these hearings have been in progress. 

Mr. Bates. I would like to say, Mr. Chairman, when these instances 
did arise, I did confer with Mr. Kennedy who in the first instance was 
very happy to give me a splendid letter disavowing these statements 
inade by people who were not in a position of responsibility and who 
had the authority to speak in behalf of the American Legion. I think 
that we are pretty well cleared up on this point, at this time. 

Mr. Kennepy. Mr. Chairman, might I ask a point of information, 
please: In view of the fact that we would like to file some supplemental 
statements if the occasion arises, may I ask if there is any time limit, 
keeping in mind that our executive committee meetings are next week, 
do not terminate until Friday of next week, is there any particular 
time when we should get them into the hands of yourself or Mr. 
Carnes ? 

Mr. Harpy. This is our situation: We would like to have it by the 
ed of next week or as soon after the end of next week as possible. 

Mr. Kennepy. That is our problem, Mr. Chairman. 

The committee doesn’t conclude hearings until a week from tomor- 
row at Indianapolis. 

Mr. Harpy. The committee will conclude its hearings either prior 
to that—do you mean your committee ? 

Mr. Kennepy. The filing of our supplemental. 

Mr. Harpy. Well, of course, we wit have a great deal of work to do. 
We will hold the hearing record open, certainly until the beginning 
of the following week after your committee is finished. 
wae Kennepy. May we have until approximately the 9th or 10th of 
May? 


Mr. Harpy. Let us say noon on May 10. You should be able to make 
that all right. 
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Mr. Kennepy. If we can get them in sooner, we will be very glad 
to do it. 

Mr. Carnes. Mr. Kraabel, I have one more question of a technical 
nature: I noticed in the concluding part of your statement with refer- 
ence to social security, that the American Legion apparently favors 
the full freeze. 

Mr. Kraasen. That is right. 

Mr. Carnes. Does the legion favor it over the present ee 
wage credit if that credit were extended to $200 per month 

I doubt that you would be able to answer that, but I think that that 
is something else that you may want to include in the memorandum. 

Mr. Kennepy. We would like permission to do that. 

Mr. Carnes. Those are the two alternatives that face the com- 
mittee. 

Mr. Kennepy. Up to now Mr. Carnes we have only gone on the 
basis of $160. We cannot speak on the $200, to be frank about it. 

Mr. Harpy. Again let me express the appreciation of the commit- 
tee to all of you gentlemen for your helping us. 

I think this is a particularly fine and helpful statement. Your posi- 
tion is clear with respect to those points which your staff has given 
consideration to and it is going to be very helpful to us in further 
work which we have to do, and we shall look forward to the receipt 
of your statement. 

Mr. Kennepy. Thank you very much, Mr. Chairman. 

We appreciate that and we want you to know any time you or the 
members of the committee or Mr. Carnes wish to call on any of our 
people, here, we are at your service at any time. If you will just give 
us a ring we will be very happy to give you any additional informa- 
tion we can. 

Mr. Harpy. There is one other thing I would like to say. 

Since you are going to submit an additional statement by the 10th 
of May, I wish you would embrace in that statement any other con- 
structive suggestions or thoughts that you may have, whether or not 
they have been embodied in any of the plans which have been con- 
sidered by the committee. 

Our thinking is still completely formative. We want to come up 
with the best possible plan that we can. We want to come up with that 
plan which will produce the greatest amount of equity, and eliminate 
as much hardship as it is possible to eliminate with the resources that 
we have to do it with. 

Mr. Kennepy. We will be very glad to do that, Mr. Chairman. 

Mr. Kraanex. I would like to have your question, Mr. Carnes, on 
a little memo, so that I can give it to Mr. Corcoran here, and bring it 
out at our committee. 

Mr. Carnes. I will be very glad to do it right at the close of the 
hearing. 

Mr. Harpy. Again with my appreciation to all the witnesses of this 
afternoon, the committee will stand adjourned to reconvene on Mon- 
day morning at 10 o’clock. I am not sure that we will be able to 
convene in this room. 

Mr. Carnes. We will. I cleared it this morning. 

Mr. Harpy. Then we will reconvene here at 10 o’clock Monday 
morning. 

(Whereupon, at 4:10 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, May 2, 1955.) 
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MONDAY, MAY 2, 1955 


House or REPRESENTATIVES, 
SELEct CoMMITrEE ON Survivors’ BENEFITS, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Olin E. Teague, member of 
the committee, presiding. 

Mr. Treacur. The committee will come to order. 

Our chairman is going to be busy for a few minutes and has asked 
we go ahead. I believe our first witness this morning is the Disabled 
American Veterans. 

Major Clark, Mr, Foster, and—Cicero, are you ging to lead off? 

Mr. Crark. Mr. Chairman and gentlemen of the committee, Mr. 
Hogan will present the comments of the Disabled American Veterans 
if that is satisfactory. 

Mr. Tracur. Go right ahead. 


STATEMENT OF CICERO F. HOGAN, NATIONAL DIRECTOR OF CLAIMS 
OF THE DISABLED AMERICAN VETERANS 


Mr. Hogan. I am Cicero F. Hogan, national director of claims of 
the Disabled American Veterans, and appearing before this com- 
mittee on the kind invitation of the chairman in a communication 
directed to our director of legislation, Mr, Omer W. Clark. 

The Disabled American Veterans appreciates the invitation of this 
committee and the opportunity to express its views as to the proposed 
changes in the payment of death compensation to widows and children 
and dependent parents of servicemen who have been killed in action, 
or who have died as a result of their service-incurred disabilities. 

We appreciate receiving copies of the four proposals on survivor- 
ship benefits. We are certain that this committee, itself fully aware 
of the difficulty and magnitude of the job of rewriting the laws affect- 
ing the entire structure of survivors’ benefits, must appreciate the 
fact that the time allotted us to study and consider even these pro- 
posals is too limited to go into great detail with regard to the history 
and enactment of the various laws under consideration, to analyze all 
the economic factors involved, and by no means forgetting the equi- 
table principles and moral responsibilities which must not be 
disregarded. 

Mr. Tracur. Cicero, I want to interrupt you right there.. You 
sat in on practically all of these hearings. Do you know or suggest 
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anything this committee can do that we haven’t done to try to find 
out the truth about this whole situation ? 

Mr. Hoean. I think in my statement at the end I make a recom- 
mendation so far as the Disabled American Veterans is ‘concerned 
regarding one of the proposals, which I think is what you are look- 
ing for. 

a statement we make here might easily be construed or accepted 
as DAV policy, but it would be folly for us to convey to this com- 
mittee the thought or idea that what we may say here with regard 
to the contents of these proposals will be accepted by the policymaking 
bodies of the DAV. Too, there is no assurance that other ideas or 
proposals are not in the making and will be submitted for consid- 
eration by your committee. 

We can express here and now very definite ideas with regard to 
certain items presented in these proposals and why we may be for or 
against them. By way of justifying our comments, let us again explain 
our position with regard to any legislation affecting America’s war 
veterans and their dependents. 

The Disabled American Veterans, as we have previously testified 
before this committee, is primarily interested in the welfare of the 
veteran who was wounded, gassed, disabled, or diseased as a result 
of his active military service during time of war, and of the widows 
and children and dependent parents of those men who were killed 
in action or who died as a result of wounds, disabilities, or disease 
incurred in line of duty in time of war, or who died after discharge 
as a result of such service-incurred disabilities. 

We find it necessary to confine our remarks in this statement to the 
problems of the dependents of the service-connected case as identified 
above. This is not selfishness on our part, but springs from the fact 
that we are the sole representative among veterans organizations 
whose interest is confined to the care of the limited group who are 
generally identified as wartime service connected. 

We have always insisted, and insist now, that the first obligation or 
responsibility of our Government is to those who have sacrificed most 
as a result of their service in the Armed Forces in time of war. 

Time does not permit, ror is it necessary to give to this committee 
the history of the laws which first differentiated between pensions 
based on length of service and need, and compensation for actual 
and carefully determined loss resulting from war service. It is im- 
portant to note, however, that following War War I the term “com- 
pensation” for service-incurred disabilities was thoroughly understood 
and carefully written into the law. 

An effort to discontinue this distinction following World War II 
succeeded for a brief period but was corrected by Congress. 

Compensation for service-connected and service-incurred disabili- 
ties is awarded to the veteran without any requirement or proof of 
need. Death compensation is paid to the widow and to the children 
of the man killed in action or who died of his service-connected disabili- 
ties, again without any requirement as to need. Only the parents of 

the man killed in action are required to prove dependency. The man 
drawing compensation for his service-incurred disability, or disabili- 
ties, is always subject to reexamination for rating purposes and sub- 
jected to reduction if there is a notable improvement in this service- 
connected disability. Upon his death, the widow and children are 
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paid death compensation only if it is determined that the service- 
connected disability caused or contributed to the cause of his death. 

Three of the four proposals under consideration want to inject 
the needs clause in determining entitlement to death compensation. 
The Disabled American Veterans is unalterably opposed to any such 
recommendation. We have always felt that the surviving widow 
and children of the man killed in action or who died of his service- 
connected disabilities have never been adequately compensated. 

A proposal that would, on the face of it, increase these benefits only 
to force upon them the pauper clause is a snare and a delusion. 

Government life insurance in any form paid to the widow, children, 
or parents of a man killed in action should not be considered income 
in determining entitled to death-compensation benefits. 

The indemnity paid under the provisions of Public Law 23, 82d 
Congress, is not indemnity compensation as it is referred to in proposal 
A and should not be so considered. 

Tn the law itself, Public 23, 82d Congress, establishing “serviceman’s 
indemnity,” it holds that : 

Any person in active service * * * determined * * * to be of immediate mili- 
tary hazard, shall be automatically insured * * * 

Throughout the law, the person covered is referred to as the insured 
and the person or persons protected as designated as “beneficiary” of 
the insured. The law states that— 

The insured shall have the right to designate the beneficiary or beneficiaries of 
the indemnity within the classes herein provided. 

Nowhere in the law is the benefit designated as indemnity compensa- 
tion. 

The word compensation does not appear anywhere in the law which 
also amends the National Service Insurance Act of 1940. Public Law 
23, was instituted to take the place of war-risk insurance for which the 
serviceman or veteran paid premiums. It superseded Government 
life insurance in an effort to get the Government out of the insurance 
business, and at the same time to cover the man in the sevice with 
some added protection including thousands who for some reason 
were unable or failed to apply for Government insurance. 

Remember, it was intended to insure each man in service—insurance 
he could not contract for or buy on the open market. 

Remember, also, the great majority of service personnel covered by 
war risk insurance and indemnity insurance were not covered by any 
insurance secured prior to their entrance into service; chiefly because 
of their youth millions had never been employed and were too young 
to know anything about the value of insurance. 

This very fact makes the statement in proposal B, that— 

The serviceman should make his own arrangements for his survivors who are 
not dependent on him. 

positive ridiculous. Remember again, millions of these servicemen 
were still in their teens or early twenties. How could the man enter- 
ing service—going off to war—make his own arrangements for his 
survivors. 

The parents of the men killed in action or who died as a result of 
their service incurred disabilities are drawing death compensation 
only after long and careful scrutiny by the rating officials of the 
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Veterans’ Administration of all evidence submitted in determining 
dependency under the law. ) 
he statement appearing in section II, page 4, in proposal B, that— 


In determining the dependency status of a parent, Various other payments made 
by Veterans’ Administration are disregarded with little apparent justification— 
is a bare misstatement of fact, as is the rest of that paragraph. If 
any claim is given careful scrutiny and study, including extensive 
field examinations and reports on the validity of evidence to determine 
entitlement to any benefit, it is the claim submitted by the parent or 
parents of our war dead. As included in regulation 1058, quoted in 
proposal B, the Veterans’ Administration disregards as income certain 
amounts received by the mother or father or other member of their 
family under legal age. 

Where does the Veterans’ Administration get its authority to dis- 
regard any amount as income? Proposal B in the paragraph quoted 
above clearly implies that the Veterans’ Administration assumes such 
authority when it must be known that they are merely carrying out 
the provision of law which reads: 

Sec. 15. Paragraph XIII of Veterans Regulation No. 10 is hereby amended to 
read as follows: 

“XIII. Not more than one award of pension, compensation or emergency 
officers’ or regular retirement pay, shall be made concurrently to any person based 
on his own service. The receipt of pension or compensation by a widow, child, 
or parent on account of the death of any person, or receipt by any person of 
pension or compensation on account of his own service, shall not bar the payment 
of pension or compensation on account of the death of disability of any other 
person. This paragraph is hereby made applicable to all laws administered by 
the Veterans’ Administration. Section 4715 of the Revised Statues (U. 8. C., 
title 38, sec. 25), and any other laws in conflict herewith are hereby repealed or 
modified accordingly.” (Sec. 15, Public Law 144, approved, July 13, 1943.) 

Time does not permit us to relate the circumstances that brought 
about this very clear and emphatic restatement and liberalization of a 
provision of the Economy Act. Certainly Congress intended—and 
as our recollection serves us there was little or no opposition—a law 
which would not deprive or deny full benefits to a dependent member 
of family who had suffered more than one loss as a result of war. 

Proposal B states that— 

Only those dependent parents who meet the dependency qualifications should 
continue to receive compensation. 

Either the authors of proposal B are again intentionally trying to 
convey the idea that many parents are drawing death benefits who 
are not dependent, or they have been badly misinformed. 

The DAV can, in fact, cite case after case where parents have been 
denied death benefits based on the death of one or more sons because 


they barely fail to meet the strict requirements of the law regulations.. 


We are sure the DAV will oppose any effort to amend Public Law 
144, quoted above, in an-effort to limit or deprive a dependent widow 
or parent from benefits payable on the loss in service of a father and 
a son or more than 1, yes, even 5 sons. 

Social security was never intended to take the place of death benefits 
payable because of loss and sacrifice sustained because of active mili- 
tary service in time of war, any more than it was intended to supplant 
private or industrial retirement plans enjoyed by employees in pri- 
vate industry. Beneficiaries under the Social Security Act are not 
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denied full benefits, based on credits earned, because of the existence of 
other retirement benefits or acquired income. As we understand it, 
the general purpose of the Federal old-age and survivors insurance was 
to establish— 


a more effective weapon against family insecurity caused by old age or death. 


Certainly, the survivors of a man killed in action should receive 
such protection where the serviceman has paid or contributed to the 
cost of such protection. At the same time, we feel that these same sur- 
vivors should not be denied death compensation for their loss by 
death and which would otherwise be paid except for the receipt of 
social-security benefits. 

We do believe, as is presented in some of the proposals, that social 
security earned in covered employment, either prior or subsequent to 
military service, should be considered as an offset to death benefits 
otherwise payable to survivors. 

After carefull study and deliberation by our staff and within the 
limited time afforded, we have arrived at the conclusion that, with 
certain modifications and giving due consideration to DAV policy 
of which we are certain, we can in good conscience only subscribe to 
staff plan C-1. 

It is apparent that this committee is seeking to formulate a sur- 
vivors benefit plan which will attain two primary objectives: (1) 
Elimination of hardship cases; and (2) uniformity. We believe plan 
(1 will accomplish these two primary objectives without violent 
change or upheaval of existing and accepted practices. 

The contributory social-security coverage as proposed in plans A 
and B, would not adequately protect the widow without children or 
the widow with children who have attained their majority until she 
reaches the age of 65 years. It would also place an economic hardship 
on the lower enlisted grades which comprise the vast majority of mili- 
tary personnel. 

It would appear that the “freeze” method recommended in plan C-1 
protects preservice coverage and provides further social-security pro- 
tection during a postservice adjustment period. Further, we heartly 
subscribe to the added service increment of $4 per month for each year 
of extended service. 

Modifications mentioned are few but important. We recommend 
that remarriage of the widow beneficiary not be a bar to the full face 
value payment of indemnity insurance. We further recommend that 
the provisions of Public Law 144, 78th Congress (approved July 13, 
1943) be strictly adhered to. We likewise recommend that no at- 
tempt be made to further restrict or tighten dependency standards now 

1 effect in determining entitlement or eligibility of parents to death 
benefits. 

We are impressed with the evident sincerity and the judicial man- 
ner in which you have sought an answer to these problems. May we 
hope that the committee believes us when we state that as spokesmen 
of the DAV we have attempted with the same earnestness to contribute 
something to your study and deliberations. 

No Solomon sat among us. We must, as stated in our opening, await 
tinal judgment of higher authorities. 

We are confident that this committee will make no recommendations 
that would lower the dignity or pride of those whose sacrifice and loss 
in our Nation’s cause is beyond price. 
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All of this Nation’s wealth and power and glory is ours, only be- 
cause of their sacrifice. Let us not deny them the opportunity to share 
in it and to be proud of it. 

Again we thank you, Mr. Chairman, for the opportunity to appear 
before this committee. 

Mr. Teacur. Thank you, Mr. Hogan. 

Mr. Kilday, have you any questions ? 

Mr. Kirpay. No. 

Mr. Tracur. Mr. Bates? 

Mr. Bares. Yes. Thank you, Mr. Hogan. You have a pretty good 
statement here. You generally subscribe to plan C-1? 

Mr. Hogan. Yes, sir; better than all four of them. 

Mr. Bares. Mr. Hogan, in a good deal of your statement, you follow 
the philosophy that a law states such and such and therefore we 
should follow that as an edict, I judge, even to this committee, because 
the Congress at one time or another did put through such legislation. 

Now, if the committee was to follow that philosophy, there would 
not be much need of us sitting here. Because all of these things that 
we are attempting to correct in some form or fashion were established 
by law. 

Mr. Hogan. Yes, sir. 

Mr. Bares. So you don’t follow, really follow, the philosophy that 
merely because something is law the Congress has spoken now and 
forever more? 

Mr. Hoean. Well, we merely wanted to impress upon the commit- 
tee that we are heartily in favor of that law and would hate to see it 
amended. Probably that was our idea there. 

Mr. Barres. Now, I sat on that five-man subcommittee writing the 
gratuitous indemnity. Now, you stated that we had certain things 
in mind. Well, perhaps we had other things in mind, too, which 
might counterbalance the particular things that you had in mind. 

So I think we have to go slowly when we say what were the real 
intentions of the members of the subcommittee or the Congress 
in fashioning any law. 

Mr. Treacur. Mr. Kean? 

Mr. Kran. No questions. 

Mr. Teacur. Mr. Carnes, have you any questions? 

Mr. Carnes. Yes, I have a few, Mr. Chairman. 

On page 2 of your statement at the close of the first paragraph, 
you said that “other ideas and proposals may be forthcoming.” 

You realize the time limitation under which this committee is 
operating and after the conclusion of this hearing it hopes that it 
will be successful in being able to draft a bill. Therefore, any com- 
ments or suggestions that are to be made, if they are not made within, 
say, the next 3-week period, would be of no real value to the committee 
in trying to formulate its thinking on the subject. 

So I thought I would mention that to you. 

Mr. Hogan, the Veterans’ Administration in testifying before the 
committee was not nearly quite as adament as you all are that the 
dependency requirement for parents is as strict and as rigid as it 
should or could be at this particular time. They have admitted that 
perhaps percentagewise there are a large number of dependent 
parents on the rolls with relation to the deaths. 
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I was looking at a chart here. We have 460,000 people on the death 
compensation rolls today. Those persons are on there by virtue of 
270,000 deaths having occurred in service and service-connected deaths. 
Of that number, 265,000 represent dependent parents. That is out 
of 270,000 cases on the VA rolls, that is men who have lost their 
lives, there are 265,000 dependent parents. 

Now, it is true that in some cases there are probably 2 dependent 
parents by virtue of 1 death. That is true in a great many cases. 

Mr. Hogan. Yes. 

Mr. Carnes. But even with that circumstance, doesn’t it appear 
to you that that ratio is a little high for what might be allel true 
dependency ¢ 

Mr. Hocan. Not from our experience. And from the fact that 
most of the young men that died were under 24. I think you will 
find—and you have available, probably, more available than we have 
information from the Veterans’ Administration. They could fur- 
nish you that these men, the great majority of these men that were 
killed in action and whose parents are now drawing benefits are not 
married because they were too young to be married. They were 18. 

Mr. Carnes. Do you think they were materially contributing to 
the support of their family before they went into the Service? 

Mr. Hocan. Not necessarily, but in the case of the older veterans 
of the World War I vintage, my vintage, these parents later on 
became dependent and the might have looked to these boys who were 
killed in action for assistance, had they been living. . 

But they are gone. I agree with you that many, many, probably 
most of the parents today, the World War I parents, who are re- 
ceiving benefits based upon the death of their son in action probably 
didn’t file a claim until 1945 or later on, in their later years, when 
they became truly dependent and might have looked to the son or 
sons had the boys been alive. 

Mr. Carnes. Yes, sir. 

Well, we won’t dwell on that point at all. 

Does the DAV favor a differential in rates of compensation between 
wartime and peacetime deaths? At the top of page 3, I judge that 
you were saying that perhaps that should be the case. 

Mr. Hocan. Well, in our position, we must confine ourselves to the 
fact that the Disabled American Veterans whole program is based 
on our effort to care for those who have been disabled or the depend- 
ents of those killed in time of war. 

I don’t believe in our whole history, however, the Disabled Ameri- 
can Veterans have ever protested or fought any law that increased 
the benefits to the peacetime veterans. 

We might not eee. such legislation, but we never have been— 
we never have fought it. 

Mr. Carnes. You do favor the principle of paying dual benefits 
to one survivor where, say, a widow only has lost two sons. You 
want her to get benefits for both sons? 

Mr. Hogan. I certainly do. 

Mr. Carnes. And if she has lost 5 sons, you want her to get the 
benefit for the 5 sons? 

Mr. Hoean. If she is otherwise entitled as a dependent parent, 
yes, sir. 
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Mr. Hoan. I believe there was one example made in proposal B 
where the widow is apparently a World War I widow, and is draw- 
ing nonservice connected pension on the death of her husband. And 
the protest in this proposal B is over the fact that her son—their son— 

was killed in action, and proposal B apparently takes exception to 
the fact that she is drawing benefits on the death of the nonservice 
husband, and the death of her son in action. 

Mr. Carnes. At the very bottom of the page, page 3, and continu- 
ing on over to page 4, you made the statement : 


We— 


meaning DAV— 


have always felt the surviving widow and children of men killed in action or who 
died of service-connected disabilities has never been adequately compensated. 

Do you want to make that statement quite that categorical, that there 
have never been any survivors of any men killed in the Armed Forces, 
that have been adequately compensated by the Federal Government? 

That is the position of the DAV? 

Mr. Hogan. Our position has been for a long time that the widow 
and the children of the man who is killed in action or who died of a 
service-connected disability—the benefits extended to them has not 
been adequate. There has been a marked improvement in the last 
5 or 6 or 7 years. 

Mr. Carnes. But it is still not adequate? 

Mr..Hocan. But we don’t feel it is still adequate. We do not believe 
it is adequate. 

Mr. Foster. I don’t believe we had FECA benefits in mind when we 
made that statement. 

Mr. Hogan. No. 

Mr. Carnes. Even with the compounding of the benefits other than 
FECA, you feel that with the gratuitous indemnity and with the VA 
compensation program and other features that have been injected, and 
social security with the 160-month wage credit—a widow with two chil- 
dren who is entitled to the combination of those three benefits. Social 
security based on the $160 gratuitous wage credit, the VA compensa- 
tion and the gratuitous indemnity of $92. 90—you all feel that that 
widow with two children, say, is not adequately being compensated 
for the loss which she has incurred ? 

Mr. Foster. Of course, they all don’t get social security, Mr. Carnes. 

Mr. Carnes. My question is—I am a little concerned about a state- 
ment that you all have made here that no person has ever been ade- 
quately compensated by the Federal Government. 

Mr. Hocan. Well, I can recall back following World War I where 
the parent, for example, who lost her son in the war—lI enlisted the 
son and he was killed in action. She received $20 a month those years. 
The person who had loaned the Government $10,000 for liberty bonds 
got 4 percent on his $10,000. The widow mother of the boy killed in 
action got $240 a year and the woman down the street who had loaned 
the Government $10,000 got $400 a year. 

That thing has been corrected. That situation has been markedly 
corrected. 

Mr. Carnes. My question, Mr. Hogan, is: Does the DAV feel that 
the Government has never adequately compensated any survivors who 
lost their lives in the service of the country or of service-connected 
deaths? Is that you all’s position ? 
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Mr. Hogan. As a service officer and speaking individually, that 
would be my opinion, 

Mr. Carnes. That they have never adequately compensated a single 
person or any group ¢ 

Mr. Hogan. I am speaking of the widow and the children. 

Mr. Treacue. You are speaking of a group, though. You are not 
speaking of individuals. 

Mr. Hoean. No, I am speaking of the group. 

Mr. Kizpay. May I ask a question there, Mr. Chairman ? 

Mr. Teague. Go ahead. 

Mr. Hogan. I am confiining myself, of course, to compensation pay- 
ments. 

Mr. Teacur. Mr. Kilday ? 

Mr. Kintpay. That is the point, Mr. Hogan. You are talking about 
Veterans’ Administration payments, 

Mr. Hogan. I am talking—— 

Mr. Kitpay. Of $87 a month for the widow ? 

Mr. Hoean. Yes. 

Mr. Kirpay. Leaving out of it any question of Federal employees 
compensation payments for social security and going back to Veterans’ 
Administration compensation only 

Mr. Hogan. We didn’t even comment on FECA because already 
the committee indicated its intention to eliminate that proviso. 

Mr. Kitpay. But you are talking about the widow who had at one 
time received $30 aie has gone up to $87 ? 

Mr. Hogan. And with 3 or 4 children ? 

Mr. Kitpay. Could you give us, perhaps not an adequate figure, but 
a realistic figure of what that should be, rather than the present $87. 

Mr. Hogan. I think—the other day we studied very carefully the 
provisions in C-1. We think they are very, very fair. 

Mr. Kiuzpay. Briefly, what would that be? 

Mr. Hogan. I have it here, sir. 

On page 4 of C-1, the widow would be $100; the widow with 1 
child, $135; and with an $30 for each child. The child alone would 
cet $75; the added children, $30 each; and the single surviving parent, 
$75; two parents, $100; and the parents must prove dependency. It 
has always been the law. 

Mr. Teacue. Before you leave that point, Mr. Hogan, I want to sub- 
scribe to your statement, that we have done less for widows and 
orphans as far as veterans’ benefits than -—e other group of people. 

Of course, that is leaving out FECA. But the widows that were 
left after World War II with children: We just didn’t do right by 
them at all. 

Mr. Hogan. You know, as a service officer and—and I have been 
with the Disabled American Veterans as an employee since 1933. 
And I am a retired officer. Iam a disabled veteran of World War I. 
I have actually been ashamed of our failure to do more for the widow 
and children and the parents than our interests and efforts to assist 
ourselves. 

Mr. Tracur. Mr. Hogan, I don’t think you can pat any veterans’ 
organizations on the back for efforts they made for widows and or- 
phans. I haven’t heard much of it. Perhaps the DAV more than 
others. But the veterans groups as a whole have tried to do very 
little so far as come up with legislation for widows and orphans. 
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Mr. Foster. It has been a hard fight. 

Mr. Hoean. It has been difficult. 

Mr. Harpy. May I ask this question, Mr. Hogan? 

In substance, you consider the benefits insofar as widows and chil- 
dren of these are concerned as set up in plan C-1 are realistic and 
would be a substantial improvement. : 

Mr. Hoean. I think it is very practical, and I think that it can be— 
in other words, I think we can put that over. ’ 

If you get in excess of that, I am not so sure. - But this is a vast 
improvement over what exists. And also, plan C-1 does not prevent 
the acceptance by the widow and the children of the insurance or 
social-security benefit that might have been earned outside of military 
service. 

Mr. Carnes. Well, that was one of the objections that has been con- 
sistently raised to plan C-1, in that the level of benefits is realistic in 
plan C-1, if a person comes into the service and has social security on 
top of the benefits provided by C-1, it is felt by some that those bene- 
fits would be excessive. Do you subscribe to that? 

Mr. Hoean. No, definitely not; I can’t. 

Mr. Carnes. Compared to others, then, if a man had had social 
security by his own entitlement—had 3 years of social security. He 
comes into the service. You have another man who has not had social 
security. And he comes into the service. They are both killed in 
the same accident. The two widows would get the same under plan 
C-1, but one of the widows because her husband had prior social- 
security coverage would get additional benefits. 

That to you does not pose any inequitable situation. 

Mr. Hoean. Not any more than had the man who is older and had 
been employed and may have been insured in an old-line company 
would leave his widow insurance on the outside. You never will be 
able to pass a law that will absolutely iron out all of these differences. 

Mr. Geneon You do not feel, however, Mr. Hogan, that that may 
generate some pressures for the Government to give this man pre- 
sumed social-security insured status? 

Mr. Hocan. I wouldn’t have any objection to it. 

Mr. Carnes. But it would be an extremely costly thing, and that 
would mean that all of them would be getting this rather high benefit. 

Well, there are one or two other things. You said you subscribed 
to staff plan C-1 essentially. 

Mr. Hoean. Yes. 

Mr. Carnes. Are there any changes at all that you would advo- 
cate or the DAV would advocate in C-—1? 

Mr. Hocan. We tried to list the modification. 

Mr. Foster. At the bottom of page 8. 

Mr. Hocan. I must confess it was just the staff rapidly picking 
and studying it. It is no assurance that we are not coming up with 
more modification. 

Mr. Carnes. Yes, sir. 

You realize that in the freeze that is advocated in the plan C-1, 
the committee is still at a loss as to exactly what that freeze is going 
to be, and it may prove to be a very costly process, to freeze those 
benefits. 

Mr. Hogan. True. 
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Mr. Carnes. If that process were to prove extremely costly and a 
continuation of the gratuitous wage credit of $160 or $200 were to 
prove a less costly device, would you have any objection or would 
the DAV have any objection to the gratuitous wage credits contin- 
uing instead of the freeze, as advocated in plan C-1? 

‘Mr. Hogan. No, I don’t believe we do. The one thing—and this 
is my own personal opinion and probably should quote the rest of the 
staff in this: I am afraid of turning social security, or turning the 
military over to social security, or put it the other way and saying 
extending social security to the military in the fear that in the near 
future, perhaps after I am gone, they are going to state, “If these 
people are all covered by social security why are we worrying about 
death benefits or compensation ?” 

Personally, that is what I am afraid of and see in the offing. 

Mr. Bares. I don’t think you have to be very much concerned about 
that, Mr. Hogan. 

Mr. Hogan. I will probably be out of it. 

Mr. Bares. And particularly after you are gone. [Laughter.] 

Mr. Carnes. Under plan C-1, Mr. Hogan, and this is my last ques- 
tion, you realize that because there is an element there for longevity, 
this $4 per year after 3 years, that certain enlisted men would be 
receiving more than officers and there would be an inequity—some 
people may term it an inequity—because of reasons of longevity. 

An enlisted man of 20 years, if he died, would receive more than 
an officer with 7 years if he died under plan C-1—the survivors. 

Mr. Kitpay. 20 and 7. 

Mr. Carnes. 20 and 7; yes, sir. 

Do you have any objection to that, to the enlisted men receiving 
more than officer ? 

Mr. Hogan. No, we don’t have any objection to that. I do feel 
that the regular establishment should be protected as far as their 
survivors are concerned by some law more liberal probably than your 
Contingency Option Act, which has proven so costly, that I question 
very much if it ever proved very effective. 

But I am getting far afield. I am sure that the regular establish- 
ment has plenty of champions around here, that ought to take care 
of their survivors. Now, during the three or four meetings where 
we attended, I failed to get the idea that they realized that the widow 
of the man who died of a non-service-connected disability still isn’t 
protected, unless it is under the Contingency Option Act. And I only 
know one officer outside of the regular establishment who has taken 
advantage of that act, because most of us can’t afford it. 

I couldn’t. I hated to turn it down at my age, but I can’t afford it. 

(Mr. Hardy arrived and assumed the chair.) 

Mr. Harpy. Mr. Bates. 

Mr. Bates. Mr. Hogan, I know it is going to be impossible to elimi- 
nate all inequities in all circumstances that might come up. But I 
would like to get personal for 2» moment. I have 2 brothers, 1 who 
is in the regular service, and 1 who is a reservist. Now, the reservist 
is at the present time in the social-security plan. The one that is 
in the regular service has no opportunity. Now, if circumstances 
should come about where they would be on active duty and something 
happened to them, you would have different benefits going to one 
than the other. 
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Mr. Hogan. (Nods.) 

Mr. Bares. It doesn’t seem to me that that would be fair. And I 
do think that perhaps social security might be a little bit different 
because of its universal coverage. 

I would like to have your comment on that situation. 

Mr. Hocan. Well, I think we testified before the committee when 
you were the chairman of the committee that the Disabled American 
Veterans would have no objection to some law that would provide 
retirement for the Regular Establishment which would include a 
deferred annuity. 

Mr. Bares. Now, you say “retirement” ? 

Mr. Hoaan. To their retirement. 

Mr. Bares. Well : 

Mr. Hoean. As it is now, they enjoy the retirement benefits whether 
it is considered that they contribute to it or not. I am not going to 
get involved in that. But there is no provision in the law that states 
that after their death the widow, their survivor, would participate in 
some form of annuity—a half or a third. 

Mr. Bares. You say there is no provision in the law. 

Mr. Hogan. Under the Retirement Act, as I understand it. 

Mr. Bates. No; but under the contingency option you have that. 

Mr. Hocan. Well, up to that, and I have already expressed my 
opinion on that. 

Mr. Bares. But I am talking about those circumstances that come 
about before retirement. What happens to survivor benefits then? 
That is the area in which we have to give consideration. 

Mr. Hoean. Under existing law the officer is supposed to be par- 
ticipating in the Contingency Option Act that would protect his 
survivors. 

Mr. Bares. That is after retirement that it becomes effective, and 
after he dies. Now, let’s say a young officer gets killed on active duty. 
That is the fellow I am interested in myself. 

Mr. Hogan. Me, too. 

Mr. Bares. Let’s talk about that one. Why should a reservist, 
coming in, get more than the fellow that is on regular duty ? 

Mr. Hocan. Well, because the social-security benefits that his widow 
would receive if she had children were earned before he entered the 
service. 

Mr. Bares. Well, all right. Now, this other fellow is in the service. 
He says, “I want some of that; I want to get under social security.” 

Mr. Hocan. Then he should be in it on a participating basis. 

Mr. Bates. Then that is the point. Then you have no objection 
to the military having social security on a participating basis? 

Mr. Foster. Right along those lines, Mr. Bates, I was talking to a 
young World War IT widow last night with one child. Her husband 
was inducted in September of 1943, killed in June of 1944 in Nor- 
mandy, and no social-security coverage. He was getting the credits, 
but he didn’t have the six quarters. So—— 

Mr. Bares. That is the reason 








Mr. Foster. Some fellows he was killed with had been in a few 
months longer and had it. 
Mr. Bares. We are going to correct that situation. 
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Now, the next question I have—as long as I understand clearly, 
you; have no objection to participating social-security programs for 
those in the Regular Establishment—— 

Mr. Hogan (nods). 

Mr. Bares. The second question I wanted to bring out was the 
question of the gratuitous indemnity. You indicated: 

It superseded Government life insurance in an effort to get the Government 
out of the insurance business and at the same time to offer the man in the 
service some added protection, including thousands who for some reason were 
unable or failed to apply for Government insurance. 

That appears on page 4 of your statement, Mr. Hogan. 

Mr. Hogan. Yes,sir. — 

Mr. Bares. Well, in view of that, and particularly in view of the 
fact that originally when this committee initiated the study, one of the 
compelling reasons was the number of plans we currently had. We 
wanted to try to reduce them as simply as we possibly could so the 
servicemen and survivors would know what they are entitled to. 

I see, however, under C-1 they do have the servicemen’s indemnity as 
a separate item—$50. 

Mr. Hogan. Yes. ; 

Mr. Bares. Now, what would be wrong with some program, if we 
could work something out, which would lump things together, and 
then if you wanted to have $50 or some other amount given to some 
beneficiary, give that option in the law to set aside a certain amount of 
money which can be transferred to a designated beneficiary—instead 
of having a separate program, why can't you just give them the 
oppurasaity to say, “Well, each man can contribute so much if he so 
desires” ¢ 

Mr. Hogan. Well, Mr. Congressman, we must remember that as far 
as indemnity, or I say war-risk insurance, because any insurance ex- 
tended to a man in uniform in my terminology is war-risk insurance; 
that might be given to the parent and not to the wife—there have been 
countless cases across my desk where the young man married while in 
the service, knowing that his wife or widow in the event that he got 
killed would receive compensation benefits, who made his parents the 
beneficiaries of his indemnity or his insurance, war-risk insurance. 

On the other hand, there would be some widows under your plan 
that would be drawing the indemnity and the compensation. 

Mr. Bares. I guess you didn’t understand the second part of my 
remarks. I indicated if you had a plan involving a lump sum. 

Mr. Hogan. Yes, sir. 

Mr. Bares. If an opportunity was given to the serviceman to desig- 
nate a beneficiary for an additional amount—in other words, if the 
widow was going to get the whole amount originally, he could say, 
“Well, I want $50”, and probably this $50 right here, “and this will go 
to my parents.” 

Now, what would be nang with a program like that? Instead of 
carrying something separately, why not lump it together and give 
them the opportunity to designate—— . 

_ Mr. Héean. I have no objection to that. I wouldn’t have any ob- 
jection to reducing this $92 to $50. 

Mr. Bares. It is under this plan. 

Mr. Hoean. Ten years goes by too fast. 

Mr. Bares. It is $50 under C-1. 
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Mr. Hoean. I know it—under C-1—I know that. Or they could 
extend it to the widow if still unremarried or with dependents—they 
would extend it over a longer period, reduce it to $50 and extend it. 
I think they ought to reduce it to $50 at the beginning and pay it. 
But I don’t think you should take it away from the widow on remar- 
riage. I don’t think you should make this widowhood too—— 

Mr. Kiwpay. Attractive—— 

Mr. Hogan. Well, I won’t use the word. [Laughter. ] 

Mr. Carnes. Mr. Howan—pardon me. 

Mr. Harpy. You mean you think you ought to encourage matri- 
mony ? 

Mr. Hogan. The widow getting compensation, she loses that if she 
is married. I have 3 or 4 of my service officers right behind me who 
will back me up in this. We urge the young widow to marry again, 
after the scars are over. But if you take everything away from her, 
maybe she will decide she doesn’t want to get married. 

Mr. Bares. The only comment I will make on that, Mr. Hogan, is 
this: You have only so much pot to be distributed, as fairly and as 
equitably as we see fit. Now, if you think a nonremarried widow with 
kids is more deserving of it than somebody who gets married and a 
new husband who takes on new dependents and is more able to pay 
for that, and you think the unremarried widow ought to get more—— 

Mr. Hogan. I guess 

Mr. Bares. You just have to make a decision on that as far as the 
needs and real needs are concerned. 

Mr. Hogan. What we are doing is probably upholding the identity 
of indemnity as insurance. And when you named, or somebody had, as 
a beneficiary within that limited class—you can cut out the brothers 
and sisters as far as I am concerned, unless they took care of that 
young fellow, put him through school, which has occurred in ceases—— 

Mr. Bares. Yes. 

Mr. Hogan. That is the reason we probably believe that when the 
beneficiary is named, they should get the entire amount. 

Mr. Harpy. Thank you, Mr. Hogan. 

Mr. Teague has a question. 

Mr. Teacur. Mr. Hogan, you said you had a personal belief if we 
put the service under social security, eventually it would further the 
program of compensation. 

Mr. Hogan. Yes, sir. 

Mr. Teaeve. Well now, the Disabled American Veterans’ primary 
interest is mostly in-the widows and orphans and dependent parents 
of the men killed in action, from service-connected disability. Isn’t 
it a fact that every dollar we spend on benefits, out of that to an ex- 
tent holds back what you might be able to do for the service-con- 
nected—for the group you are talking about ? 

Mr. Hogan. We have known that for a long time. 

Mr. Tracur. Then if we put the services under social security, isn’t 
it possible that in 10, 15, or 20 years that social security would tend 
to take care of that group that are not service-connected ? 

Mr. Hogan. That are not service-connected ? 

Mr. Tracur. That are not service-connected. 

Mr. Hogan. Yes. 

Mr. Teacur. Wouldn’t that help the DAV in your overall program 
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in taking care of service-connected, widows, and orphans of those 
men killed in service? 

Mr. Hogan. That is why we are against it being turned over to the 
military, unless it is definitely understood that never shall it take 
the part of death benefits or compensation paid to the man—the de- 
pendents of the man killed in action or to the veteran himself. 

I was very pleased to hear the Commissioner of Social Security 
state that it was never intended to take the place of death benefits, pres- 
ently issued to the parents of a man or the widow and children of a 
man killed in action. 

Mr. Treacur. Can’t you foresee that a social-security program would 
eventually take from the veteran, release him from non-service-con- 
nected cases ¢ 

Mr. Hogan. It is my honest opinion that there is a large school of 
thought in this country that have that in mind, and they are pretty 
big. 

‘Nir, TracuE. Of course social security wouldn’t be an amount that 
would meet your income limitations presently. 

Mr. Hoean. It wouldn’t have any income limitations. It wouldn’t 
have any service-connection limitation. It wouldn’t have anything. 

Mr. Teacue. I don’t believe you got my point, Mr. Hogan. Their 
social-security income would not put them above the present income 
limitation for nonservice-connected pension. 

Mr. Hoean. No—yes; it would. Social-security benefits in most 
instances would put them above the—the part 3 benefits, you are 
speaking about? 

Mr. 'TEeacue. Yes. 

Mr. Hogan. It would. 

Mr. Carnegs. Especially coupled with some other benefits. 

Mr. Hocan. Pardon me? 

Mr. Carnes. Especially if it were coupled with some auxiliary 
sources of income, such as private income of different sources. 

Mr. Hogan. Yes, 

Mr. Kean. Not alone. 

Mr. Carnes. Not alone, but coupled with some auxiliary sources of 
income, it would. 

Mr. Hogan. I wasn’t here the afternoon that Mr. Foster or some 
one of you gentlemen referred to that valley of despair between the 
woman—when the woman reaches the age of 50 and has to wait for 
15 long years before she gets any social-security benefits. The sad part 
about it: We happen to know of some of these cases. I brought to 
your attention last November a case of where the widow has to wait— 
the widow of a West Point graduate has to wait 11 long years before 
she will get any social-security benefits. She lost her case, by the 
way. The Veterans’ Administration turned her down. 

Mr. Harpy. You think that that arrangement is not a very satis- 
factory one from the widow’s point of view ? 

Mr. Hocan. That is true. 

Mr. Harpy. Thank you, Mr. Hogan. 

Mr. Carnzs. That is all. 

Mr. Harpy. We appreciate the helpfulness of you gentlemen very 
much. Thank you a lot. 

Mr. Ciark. Thank you, Mr. Chairman. 

Mr. Hogan. Thank you. 


65018—55 22 
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Mr. Harpy. Now the Retired Officers Association; Captain, how 
are you this morning ? ’ 

Captain WiLtensucHer. Fine. I hope you are the same, Mr. 
Chairman. 

Mr. Harpy. Thank you, sir. 

You got your people working? I was getting telephone calls from 
some of your members last night. But they are working on another 
matter right at the moment. But it is a pleasure to have you this 
morning, Captain. 

You have a prepared statement, I see. So you just have a seat, 
as you like, and proceed as you like, Captain. 

Captain Wittensucuer. Yes, sir. 


STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, UNITED STATES 
NAVY (RETIRED), APPEARING AS EXECUTIVE VICE PRESIDENT 
OF THE RETIRED OFFICERS ASSOCIATION 


Captain Wittensucuer. Mr. Chairman and members of the com- 
mittee, I am Capt. Franz O. Willenbucher, United States Navy, 
retired, executive vice president and legal counsel of the Retired Offi- 
cers Association. 

I am accompanied by Col. Oswald H. Saunders, United States 
Army, retired, assistant legislative counsel of the association. 

I present this statement, which Lt. Gen. Willard S. Paul, our presi- 
dent, would have presented had it been possible for him to be present 
today. He regrets not being able to be here. i- 

Mr. Harpy. He is well represented. We are sorry he is not here, 
but he is well represented, Captain. 

Captain: Wittenpucuer. Thank you, Mr. Chairman. 

The Retired Officers Association is grateful for the invitation to 
appear here today on the question of benefits for survivors of members 
and former members of the uniformed services. 

The association has been advocating a program to provide benefits 
to survivors of the uniformed services since 1944 and its representa- 
tives have heretofore appeared before committees of both the House 
and the Senate to present reasons supporting this. The last appear- 
ance by the association on this subject was on November 18, 1954, 
before the Select Committee on Survivors Benefits of the 83d Con- 
gress, then under the chairmanship of Mr. Bates, of Massachusetts, 
which testimony is recorded on pages 299 to 306, inclusive, of the 
printed hearings of that committee. 

Earlier this month the association was very happy to respond to an 
invitation from this committee asking comments on two proposals 
designated “A” and “B” respectively, as to survivors’ benefits. It is 
understood that the letter dated April 4, 1955, from Lieutenant Gen- 
eral Paul, president of the Retired Officers Association, to the chair- 
man of this committee, is before this committee and is to be inserted 
into the record of these hearings. 

Both the presentation by the association, on November 18, 1954, 
and the letter of April 4, 1955, to the chairman of the present com- 
mittee are incorporated in this brief statement by reference. 

In both of the above referred to statements, the association ex- 
pressed the belief that the proposals in the Kaplan committee report 
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contains, for purposes of consideration by the Congress, a well-con- 
ceived plan. However, the association is aware of merit of many of 
the-elements in the present proposals, certain of which follow the 
Kaplan committee report. The association neither feels that the 
Kaplan committee proposal nor other proposals before this commit- 
tee should necessarily be the basis of determination as to specific solu- 
tions of the much-needed reform in this important field of legislation. 
The association is convinced that the Congress, in its wisdom, will 
adopt remedial legislation at an early date in the essential field of 
highly necessary survivor benefits. 

As a final comment the association wishes to emphasize our former 
recommendations that survivors of personnel of the seven uniformed 
services, namely, Army, Navy, Air Force, Marine Corps, Coast Guard, 
Coast and Geodetic Survey, and Public Health Service, all should be 
included into the same system in view of the fact that they have: 
comparable retirement systems, comparable service problems and re- 
quirements, uniform pay systems, and lastly, similar standing under’ 
the Contingency Option Act of 1953, which itself is under considera- 
tion by this committee to determine whether amendments to that law 
are advisable or necessary. Furthermore, in time of war, the person- 
nel of these services not strictly military are, in one way or other, 
placed in military status. : 

The association wishes to thank the committee for enabling it to 
appear here today in connection with this study of the proposals from 
which the association is convinced that much needed legislation will 
evolve on this highly important matter. 

That, Mr. Chairman, is our brief statement in light of the fact that 
we haye rather more elaborately commented in our letter to the 
various plans before the committee. 

Mr. Harpy. Well, thank you, Captain. 

Your letter, I believe, refers only to plans A and B. I wonder if 
vou have had an opportunity to study plans C—1 and C-2? 

Captain Wittensucuer. I believe our letter covers that also. We 
had both proposals before us, and we did comment. 

I assume you are referring to C—1 and C-2 on this plan [indicating]. 

Mr. Carnes. No, sir. 

Captain Wittensucuer. No? Then I must say I am very sorry 
I do not have and have not had an opportunity to study, nor ne our 
association had an opportunity to study the plan referred to as C-1. 

T should like to ask the committee if we may do so and submit our 
views in writing. 

Mr. Harpy. We will be very glad to have you do that, Captain. 

Any questions, Mr. Kilday? 

Mr. Krpay. No. 

Mr. Harpy. Mr. Teague? 

Mr. Tracur. No. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. What was that letter of Admiral Paul’s? I haven’t 
seen it. 

Mr. Harpy. The letter the captain referred to? 

Mr. Kean. Yes. 

Mr. Harpy. That is a letter in reply to the request of the commit- 
tee for comments on plans A and B which were submitted to the 
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veterans’ organizations some little while ago. They were submitted 
before our plans C-1 and C-2 had been Sendiatiede 

Now, those letters, we are going to insert those letters, without ob- 
jection, at this point. 

(Letters received by the committee from veterans’ organizations 
commenting on committee staff plans A and B appear as appendix R.) 

Mr. Harpy. Any questions, Mr. Bates? 

Mr. Bates. No. 

Mr. Harpy. Proceed. 

Mr. Carnes. Mr. Kean, we received the letter. There was only 
one copy of it. Perhaps we should have circulated it to all the mem- 
bers so they could have acquainted themselves with the details. 

Captain Willenbucher, inasmuch as you are representing the Re- 
tired Officers Association, and inasmuch as the Contingency Option 
Act most nearly affects that group, do you have any observations or 
comments to make of changes in the Contingency Option Act that 
you would like to elaborate on before the committee at this time? 

I think you did in your letter of the fourth suggest certain things 
with regard to the contingency option, and I would appreciate it if 
you would briefly express those sentiments to the committee. 

Captain Wittensucner. Well, Mr. Carnes, our concern before the 
Contingency Option Act was passed was that it would not reach any - 
substantial portion of those in the retired groups—career retired 
officers—and that has proven true. Our understanding is that it 
reached less than 10 percent. And, like all of these things, it reached 
those who could best afford it and didn’t reach those for whom I am 
sure it was most basically intended. 

Mr. Carnzs. Well, do you feel that it could reach a greater number 
and continue to be on an actuarial self-sustaining basis as it was 
purported to be when it was passed ? 

Captain WitzeNnsucHer. No, I do not believe so, because I think 
that the actuarial rates are very fair, and of course here the overhead 
expenses are borne by the Government. But in no comparable sys- 
tem does the Government fail to underwrite a portion of the expense. 

Mr. Carnes. Well, it has been—pardon me. 

Captain WittensucHer. I mean by establishing the rates less than 
on an actuarial basis, and that would be the only way it could reach 
more people, if its desired purpose was to reach people who need this 
help and cannot afford it out of their retired pay. 

Mr. Carnes. You mean by “reach” to include more people in the 
Contingency Option Act provisions? 

Captain Witiensucuer. That is correct, sir. 

Mr. Bares. What do you mean by that? 

Captain Wittensucner. I mean that at the present time under the 
rates that now exist, less than 10 percent of those who had the option 
of coming under this law have done so. 

Now, if the basic purpose of that law was to make it possible for 
any substantial portion to come under the law, the reason they 
haven’t is that the costs are too high. 

Mr. Bares. But you don’t mean by “reached,” then, that they 
couldn’t avail themselves of it? 

Captain Wrttensucuer. No; no, sir. 

Mr. Bares. You merely mean because of financial circumstances 
they couldn’t see fit to do it. 
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Captain Witensucuer. That is correct, sir. 

Mr. Kitpay. Mr. Chairman. 

You are referring to the group who were retired prior to the enact- 
ment of the Contingency Option Act? 

Captain WittensucHer. That is correct. But the same rates apply 
to those who must elect while they are on active lists, and I do not have 
any figures as to what portion of those people in their first 18 years 
service decide to come under the Contingency Option Act. That is 
something that could be obtained, I am sure, from the Department. 

Mr. Kupay. The 10 percent were 10 percent of those previously 
retired ? 

Captain Wittensucner. That is correct, sir. 

Then of course there was one other observation, and that is that 
three different rates were established, one of which was for those re- 
tired for physical disability. 

Another rate was established for those retired before and a third 
for those retired after the effective date of the act. 

Now, those may all have been necessary from an actuarial stand- 
point, and I am sure they were. But there was no thought during 
the consideration of that legislation in Congress that I am aware of 
that there would be different rates. 

So again those retired for physical disability, the least able pre- 
sumably to take care of themselves through gainful employment— 
bay dependents have the higher rates and they are substantially 
uigher. 

oy Carnes. They are 20 to 30 percent in a great many cases, aren’t 
they ¢ 
_ Captain Wititensucner. That is correct. That is my understand- 
ing. 

Mr. Carnes. Even if the rates could not be adjusted for the whole 
group, as I recall your letter, you were hoping that the Government 
would enable these disabled people who were disabled because of 
service-connected diseases or injuries, to take it at the same rate as 
though they were not disabled, and the Government pick up the tab 
for that differential ? , 

Captain Wittensucuer. That would be correct, again realizin 
that they probably would be no more able than the other group, an 
the total number would still be no doubt below 10 percent of the group. 

Mr. Carnes. Well, Captain Willenbucher, I took the time to go back 
and read a small portion of the hearings when the Contingency Option 
Act was being considered, and there were repeated and persuasive 
arguments that this would be a self-sustaining program. Perhaps 
that argument was also—and it was used on the floor of the House, 
that this would be a self-sustaining program. Is it keeping faith with 
the Congress who passed the law to destroy the self-sustaining fea- 
tures of it within a year after it has been in operation ? 

Captain WitLeNBucHeER. Perhaps because of the large numbers, the 
military people, when programs like these are considered, always are 
considered on the basis of being self-sustaining. To other groups of 
Federal employees, and I do not draw a comparison for any other 
purpose than to illustrate, the Government underwrites part of the 
cost. We never felt that, on a self-sustaining basis, it would be suc- 
cessful, and I believe you will find that in our testimony we expressed 
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much doubt that it would reach any substantial number of the retired 
groups. 

Mr. Carnes. Where the Government is bearing a portion of the 
cost, are you referring to the recently instituted group insurance pro- 
gram? is that the type? 

Captain Wmtensucuer. Yes, but I think it is probably true about 
civil-service annuities, too, because once in a while we see bills where 
the civil-service fund has to be augmented by Congress to carry the 
cost. 

Mr. Carnes. Well 

Captain Wittensucuer. Although I am not informed in detail as 
to that, this is my general feeling and our general feeling. 

Mr. Carnes. Yes, sir. 

Mr. Chairman, one of the basic points in their letter was that the 
contingency option rates be reevaluated, with an idea of hoping to in- 
clude more people. 

One other thing: I think they—of course they, being the Retired 
Officers Association—they very strongly urge that there be this election 
that has been suggested so those people, the survivors of those people 
on the retired rolls, could elect to the higher benefits as advocated 
under plans A and B. 

I think those were two of the basic points you made in your letter, 
were they not, Captain ? 

Captain WmLensucueR. I believe that is correct, although we com- 
mented quite elaborately on some of the other provisions. 

Mr. Carnes. Yes, sir. Well, I think the letter that you wrote was 
about 10 or 12 pages in length and perhaps it is somewhat my fault 
that that letter hadn’t been circulated. But I will see it is made avail- 
able to all of the members of the committee. The chairman has read it, 
and I of course have read it. 

Mr. Harpy. Captain, just one question in connection with this rate 
subject that you mentioned. 

The higher rates because of disability presumably are based on the 
question of life expectancy; is that your understanding ? 

Captain Wittensucuer. I would think that is absolutely correct. 





‘In fact, some who came under the program, because there had to be 


some date at which it would start, were so sick that they had to 


-bring the notaries to the home. There are always some of those cases. 


They perhaps died very shortly thereafter. But I am not expert on 
insurance or group insurance, but when there is a very large group, 
those very improvident cases of the survivors are cushioned by those 
who live fortunately much longer. 

Mr. Harpy. I was thinking in terms of this. And somebody has 
mentioned this situation. I wondered whether you had come across 
it. The situations in which disability might not be related at all to 
life expectancy. 

Captain Wiitensucuer. There are certainly very many of those 
cases. But generally speaking, one who is physically disabled has 
some defect. I am reminded of one who was retired for defective 
hearing. He might live just as long or longer than someone else. 

Mr. Harpy. That was the question that I wanted to have you com- 
ment on, whether you had encountered these cases of disability which 
did have a definite relationship to earning capacity or to employability, 
but might have little or no bearing on life expectancy. 
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Captain Wittensucuer. Of course we have been aware of those 
things and we are from day to day. We have no actual statistics. 

Mr. Harpy. Any questions? 

(No response. ) 

Mr. Harpy. Thank you very much, Captain. 

Captain, while you are here, you are representing the Public Health 
Service group, too, I believe? 

Captain Wittensucuer. Yes, sir. 

Mr. Harpy. So if—we didn’t want you to do overtime before the 
committee this morning. 

He will put on his other hat. 

Captain, maybe you better identify yourself all over again to the 
reporter so he will get you under this other title that you have. 


STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, UNITED STATES 
NAVY (RETIRED), NATIONAL COUNSEL OF THE COMMISSIONED 
OFFICERS ASSOCIATION OF THE PUBLIC HEALTH SERVICE 


Captain Wittensucner. I am national counsel of the Commis- 
sioned Officers Association of the Public Health Service. I have a 
brief statement. 

Mr. Harpy. Go right ahead, sir. 

Captain Wittensucuer. The Commissioned Officers Association of 
the United States Public Health Service appreciates this opportunity 
of appearing before the committee to present its views concerning the 
important problem of establishing a proper program for the survivors 
of deceased members of the uniformed services whose death was in- 
curred in active service. 

Our association includes approximately 81 percent of the regular 
active and retired officers of the United States Public Health Service 
and 34 percent of its active reserve. Consequently, and in view of 
its activities and studies, the association is familiar with the needs 
of the commissioned corps of the United States Public Health Service 
and the current state of morale of its members. 

At theoutset, our association desires.to join with others in strongly 
recommending the enactment of appropriate legislation to accomplis 
the establishment of an adequate, uniform, and much-needed system 
of survivors benefits for the survivors of those who serve in the uni- 
formed services. The necessity for action in this respect has been 
apparent for a long time, and much study has been given this sub- 
ject within the cognizant departments of the Government, by the 
Kaplan committee, by committees of Congress, and by patriotic or- 
ganizations, including our asseciation. ‘There is universal agreement 
that legislation is needed at this time to provide a proper program for 
the purpose of improving service attractiveness. 

As the committee knows, our association presented testimony in 
support of survivor benefits legislation for the services before the 
Bates committee on the Kaplan committee report. In addition, on 
April 4, 1955, at the request of this committee, our association com- 
mented upon the two statt proposals now before your committee. 


Our association has consistently expressed its strong approval that 
legislation covering this field be enacted, as an important essential 
step in improving service attractiveness, so essential to the public 
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welfare. The association wishes now to renew those views and to 
express its confidence that appropriate legislation will be enacted. 

The association wishes to have incorporated into the records of this 
committee, by reference, its testimony before the Bates committee and 
its letter to this committee, dated April 4, 1955. 

On the occasion when the association had the privilege of testifying 
before the Bates committee, it strongly recommended that the person- 
nel of the Public Health Service be included in any legislation on 
this subject which might be enacted. It can be further stated that 
the members of this association are strongly in favor of equality of 
treatment of all of the uniformed services in any legislation on this 
subject or other subjects having to do with the uniformed services. 

Under existing law, the President is authorized to place the Public 
Health Service in full military status in time of war, which was done 
under an Executive order during World War II. This order ceased 
to be effective on July 4, 1952, on which date the Public Health Service 
resumed its peacetime status. 

In the association’s statement before the Bates committee, it was 
pointed out that, since the Public Health Service ceased on July 4, 
1952 to have full military status, widows of deceased members of the 
service have not been entitled to the 6 months’ gratuity, to which the 
widows of all other deceased members of the 6 other uniformed serv- 
ices are and have been entitled. These benefits should be restored 
retroactively to the survivors of the Public Health Service personnel 
as of the date July 4, 1952, for the few who have thus been overlooked. 

In view of its status as one of the uniformed services, with com- 
parable personnel and retirement systems, with similar service re- 
quirements, and included in the same pay and other legislation with 
the other six uniformed services, the inclusion of the Public Health 
Service in any survivor benefit plan which may be created is logical. 
The association earnestly urges such inclusion as was done in the 
counterpart law for the survivors of retired members of the uniformed 
services, the Uniformed Services Contingency Option Act of 1953. 

Finally, the association would like to inform the committee that 
it is fully aware of the former statements of the retired officers asso- 
ciation on this important subject and of that association’s testimony 
before this committee. The Commissioned Officers Association of the 
United States Public Health Service concurs in general with the 
views thus expressed by the retired officers association. 

The association is deeply grateful for the efforts of your committee 
and appreciates the opportunity afforded it to express its views on 
this important matter. 

Thank you. 

And, Mr. Chairman, for the Commissioned Officers Association of 
the Public Health Service, I should also like to have the opportunity 
to comment on plan C-1. 

Mr. Harpy. We will be glad to have that, Captain. 

Captain, I think you may be aware of the fact that we had some 
testimony from Mr. Johnston, representing the Public Health Serv- 
ice. And he testified at some length in support of the same objectives 
which you apparently have so well Tiameeell hive. 


Captain Wmiensucuer. Yes, sir. I am aware, in general, of the 
official position of the Public Health Service on this important matter. 
Mr. Harpy. Thank you very much, Captain. 
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Any further questions, members of the committee ? 

Mr. Bates? 

Mr. Bares. How many of these widows have been overlooked since 
1950? 

Captain Wittensucuer. I think 12 or 14, not more. In three of 
—_ cases their husbands died in remote places, I think one in Indo- 
china. 

Mr. Carnes. Did they die of natural causes or could it be deemed 
service connected ¢ 

Captain Wittensucuer. I think in most cases it was service-con- 
nected death. It is a little hard sometimes to differentiate between 
what is service-connected death and what is not. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No. 

Mr. Harpy. Paul? 

Mr. Kinpay. No. 

Mr. Harpy. Mr. Teague? 

Mr. Tracur. No. 

Mr. Harpy. Thank you very much, Captain. We appreciate your 
helping us. 

Now we would like to hear from the Fleet Reserve Association rep- 
resentatives. 

Mr. Lofgren, we are glad to have you with us. Do you have a pre- 
pared statement ? 


STATEMENT OF CHARLES E. LOFGREN, NATIONAL SECRETARY, 
FLEET RESERVE ASSOCIATION 


Mr. Loreren. Mr. Chairman and gentlemen, I do not have a pre- 
pared statement. 

I am Charles E. Lofgren, national secretary of the Fleet Reserve 
Association. That is a service association of enlisted men and tempo- 
rary officers of the Navy and the Marine Corps in the active service, 
on the Fleet Reserve rolls, and on the retired list. 

At the outset I should like to have incorporated into the record, with 
your permission, Mr. Chairman, a brief statement which I made in 
the closing moments of one of the sessions during the hearings con- 
ducted by Mr. Bates’ committee last year when he was chairman. It 
isa very brief statement. 

Mr. Harpy. You havea copy of it with you? 

Mr. Loreren. Yes. I just gave it to the reporter. 

Mr. Harpy. Fine, without objection, we will incorporate it. 

(Mr. Lofgren’s statement appears as appendix 8.) 

Mr. Loreren. I merely wish by incorporating that statement in the 
record, to renew the request for clarification of the Veterans’ Admin- 
istration procedure and require the Veterans’ Administration to 
follow the findings of the service departments in, one, line of duty 
determinations; two, military status at time of death; and three, the 
official date of death, with the proviso that the Veterans’ Administra- 
tion may make a contrary determination from facts as their investi- 
gations adduce where the service departments’ rulings have been 
unfavorable, thus giving the veteran or surviving dependents the right 
of contest on appeal. 
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The Fleet Reserve Association merely desires to offer some obser- 
vations on the subject under consideration—survivor benefits. 

We are alarmed over the ever-increasing cost of veterans’ benefits, 
survivor benefits, and retirement pay for the armed services. 

Some of my group think we may be riding for another fall. 

Within my memory are the provisions of the Economy Act of 1933. 
At that time, which is a brief span of 22 years ago, the Congress and 
the administration sharply reduced veterans’ benefits. They cut serv- 
ice pay in all of the services by 15 percent. They cut down retirement 
pay. They took away hospitalization benefits of veterans in some 
instances. They sharply curtailed veterans’ benefits. They added 
another provision which is about the only semblance of the Economy 
Act that is still left, whereby one who is drawing retired pay for or 
on account of services as a commissioned officer would be limited to 
«i maximum combined retired pay and Federal employment pay of 
$3,000. 

It is to be recalled that the Economy Act of 1933, as stated by the 
committee in making its report to the Congress, emphasized that the 
purpose of enacting the Economy Act was “to save the financial 
structure of the United States Treasury.” 

At that time the national debt stood at only $22 billion. Today, 
23 years later, the national debt stands at $277 billion, which is 124% 
times greater than the national debt was in 1933, when the purpose 
of the Economy Act was stated to be “to save the financial structure 
of the United States Treasury.” 

Because of this feeling, my organization strongly recommends that 
you closely examine and confine survivor benefits to widows and 
minor children as presumed dependents and to parents only when 
dependency can be established. 

Take, for instance, the present payment of 6 months’ death gratuity. 
The yardstick for the payment of the present death gratuity is, as 
outlined by the Comptroller General, an insured interest in the service- 
man. So that, to collect the 6 months’ death gratuity people who 
were not dependent upon that man—brothers, sisters, grandparents, 
and the like—are able to come in and collect the 6 months’ death 
gratuity where the serviceman had no widow or minor children. 

The same is practically true with the present and the proposed 
indemnity compensation. 

I have had recently the case of an enlisted man in the Marine Corps 
who died while on active duty. The Veterans’ Administration, in 
administering the indemnity compensation, has awarded the depend- 
ent mother one-half of the indemnity compensation. The mother has 
since remarried and I think she has a good marriage this time. In 
fact, she married only a couple of months before the boy died. 

I don’t believe the Government should provide indemnity com- 
pensation to a widow—to a mother who is not dependent. 

The tragedy in this particular case, though, 1s that there was a 
stepfather whom the mother divorced a few years before the bo 
entered the service. This fellow sold the family automobile. He 
sold the family cow. He sold the family chickens. He failed to sup- 
port the mother—his wife, that is, the boy’s mother, and the boy, 
which resulted in the mother applying for a divorce and being granted 
it on the grounds of nonsupport. 
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Now, along comes the Veterans’ Administration and proposed to 
award $5,000 of this serviceman’s indemnity to that stepfather—lon 
since divorced—merely because he stood tin hoes parentis for a peri 
of 1 year prior to the veteran’s death. 

It just doesn’t make any sense to me. 

I have the case on appeal before the Board of Veterans’ Appeals, 
and when I get through with the Board of Veterans’ Appeals, I think 
that we will take care of that scoundrel. 

Mr. Harpy. I'll bet you will. [Laughter.] 

Mr. Lorcren. But the point I want to press home there is that 
thousands of dollars are being paid out under servicemen’s indem- 
nity, just going down the Treasury’s drainpipe because of the looseness 
of the existing law. 

I don’t know how all this came about, unless the servicemen’s free 
indemnity was the start to get the Government out of the insurance 
business, 

On the Federal Employees Compensation Act, the Fleet Reserve 
Association favors the repeal of that act. The sooner the better, 
Stopgap legislation, if necessary, should be provided in the event that 
the present measure—survivor benefits—which this committee is now 
considering, cannot be enacted before this Congress adjourns. 

Preferential and exorbitant survivor benefits under FECA for 
Reserve personnel who die while on active duty is creating bitter feel- 
ing as between Regular and Reserve surviving dependents. A few 
weeks ago I received a letter from a widow in Annapolis, Md., who 
represented a group of widows over there, wanting to know if some- 
thing couldn’t be done to bring the survivor benefits for widows of 
Regular service personnel more in line with what Reserve personnel 
are receiving from FECA. 

I suggested to this lady that she communicate with you, Mr. Hardy, 
and unquestionably you have received a communication from her. 

Mr. Harpy. Unquestionobly we received a lot of them as a result 
of that. [Laughter. 

And we welcome them, too, incidentally, Mr. Lofgren. 

Mr. Loreren. I didn’t mean to shove more work on you. 

Mr. Harpy. That is quite all right. We are glad to have those 
expressions. 

Mr. Lorcren. In the Air Force it has been testified—I don’t know 
whether it was before this committee or before the Committee on 
Armed Services considering the Career Incentive Act, but it was 
indicated the majority of their personnel are Reserves. 

Here then we have in the Air Force 2 families living side by side, 
| family loses the breadwinner in the same plane accident as Regular 
personnel, with the Reserve personnel’s family receiving 4 or 5 
times higher benefits than the Regular service personnel’s family, 
vet both breadwinners were killed in the same _— casualty. 

Mr. Carnes. When you say 4 or 5 times, Mr. Lofgren, you are 


contrasting the FECA benefits to VA benefits alone, are you not? 

Mr. Loreren. That is true; yes, sir. 

Mr. Carnes. Of course, if you add the other aggregate benefits, 
such as possible social security and gratuitous indemnity, the dis- 
parity would still not be as great. 

Mr. Loraren. That is true. It still would be considerably greater 
than Regular service personnel. 
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Mr. Carnes. Of course, the reservists could get the FECA and 
gratuitous indemnity and some of those auxiliary benefits as well. 

Mr. Loreren. That is right. 

Mr. Carnes. All right. 

Mr. Loreren. I want to say also that no member of my organiza- 
tion receives benefits of FECA, because they are all Reguiar personnel. 

I heard some mention made of the national remarriage rate in 
connection With this discussion. Personally, I don’t feel that the 
national remarriage rate will hold up under such instances. Widows 
are loath to give up the high benefits they now receive in a combina- 
tion of FECA and death compensation. 

Where a widow has a couple of minor children, she is pretty secure 
in the payments that she receives for death benefits. 

And the same is true even with the meager pension benefit which 
a widow receives, amounting to about $50.40 per month for a non- 
service-connected death. 

Widows think twice before they are going to take on a new mar- 
riage. They have some measure of security in what the Govern- 
ment already has offered them. And they are gambling with pro- 
spective husbands. If the prospective husband is a veteran himself, 
then they have to gamble, and hope that he will live for a period of 
10 years before they can get a pension for his service, say, in World 
War No. 1. 

On the old-age survivors insurance—OASI—I am authorized by 
my executive committee to favor full participation on a contributory 
basis. However, if, as has been stated before this committee—and 
I believe it is incorporated in both plans A and B—there is any 
suggestion that a retired man’s pay shall be reduced by the full 
amount or one-half of the amount of social-seeurity payments, when 
this retired man reaches age 65, my organization wants nothing to 
do with social-security benefits on a contributory basis. 

With the present OASI $160 wage credit, expiring June 30, 1955, 
the Fleet Reserve Association recommends stopgap legislation con- 
tinuing this coverage in the event a survivor benefit plan cannot be 
shaped and enacted before this Congress adjourns. 

Social-security payments have been a godsend to a group of widows 
with minor children. 

Let me take the case of an enlisted man in the Navy in pay grade 
7, chief petty officer. He was injured in a helicopter accident at 
Adak, Alaska, about 5 or 6 yearsago. It occurred during the interval 
between the ending of World War IT and the beginning of the Korean 
emergency. So here we find a man who was not a war veteran for 
purposes of that injury. He was a peacetime veteran. 

The man was retired for physical disability, 100 percent disabled, 
both legs amputated way high, the Surgeon General of the Navy tells 
me. He was the commanding officer of the Naval Hospital at Vallejo, 
Calif., where for many months this man was hovering between life 
and death. 

Tn addition to the loss of both legs, he suffered the loss of his thumb 
and forefinger of his right hand. Practically disabled for life. This 
peacetime veteran, even though he had war service—and his peace- 
time disability extended over into the Korean emergency—died, not 
the result of a wartime injury. The Veterans’ Administration claims 
he died from a vascular condition and not from the amputation of his 
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legs. As a result, the widow receives no death compensation, she re- 
ceives no pension because there is no pension payable to a peacetime 
veteran unless at the time of his death he had a disability ratable at 
10 percent, traceable to the war period, then she would a pension as 
differentiated from veterans’ death compensation. 

She is done out of a pension and she is done out of her service-con- 
nected death compensation. This man left a wife and two mmor 
children. 

Since 1940 he received $160 social-security wage credit for his active 
service in the Navy. 

I don’t know how long before that wage credit would peter itself 
out, but I believe she now has in for a social-security credit, and out- 
side of the nominal amount that she will receive from social security 
for that wage credit, which was instituted in 1940 and accrued to him 
until he was separated by reason of disability retirement, the only other 
benefit this widow and her two minor children received from the Gov- 
ernment is the $150 burial expense payable to the widows of all wars. 

Mr. Carnes. She didn’t get the 6-month death gratuity ? 

Mr. Loreren. She did not get the 6-month death gratuity because 
he died while on inactive duty on the retired list. That is payable only 
to those who die in active service. 

If the present OASI falls by the wayside June 30, 1955, the $160 
social-security wage credit which has accrued since September 16, 
1940, would long since peter itself out. In fact, a man loses the OASI 
when retired for service. 

In the case of the chief petty officer T just cited, he didn’t lose his 
credit because with a 100-percent disability, he elected to receive his 
retired pay based on degree of disability rather than on the longevity 
formula. So she is covered on that score. 

The same is true for all of my career enlisted men who retire from 
the service after 20 years or more. The OAST is lost because they 
accepted another Federal retirement benefit—Navy retired pay. They, 
too, get no benefit from the Government for a service-connected death 
because they,had no disability traceable to World War ITI or Korea, 
and no death pension, either, unless they were World War I or Span- 
ish-American War veterans. 

I hope that the distinguished chairman of the task force of the 
Department of Defense will forgive me when I cite his particular 
service. It is a matter of public record. I received my information 
from the Navy Register, which is procurable from the Government 
Printing Office. 

My investigation shows that Admiral Grenfell is not a World War I 
veteran. His date of entry into service, according to the Navy Regis- 
ter, is 1922, which means that he entered plebe class at Annapolis in 
June of 1922. So, as a result, in the event of his death on inactive 
duty, his widow would receive no pension for World War I service. 

The admiral, according to my observations, seems to be in robust 
health right now. [Laughter.] 

Mr. Loreren. He will retire from the Navy at age 62, which is in 
about 11 years. So far as I know, he has no World ar IT disability 


or a Korean disability. And thus his family would not be entitled to 
a pension. 











342 SPRVICEMEN'’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


When retired for longevity, I understand that he will still have a 
child under 18 years of age. And if he dies after his retirement, his 
family would receive no benefit from the Government, other than a 
$150 burial allowance as a veteran of World War II. [Laughter.] 

Notwithstanding the fact that he will have given nearly 45 years 
of his life in the service of his country, alia his 4 more years 
at the Naval Academy, practically half a century, when he retires at 
age 62, the Government is willing to give him $150 burial allowance. 

Mr. Bares. Is there a doctor in the house? [Laughter.] 

Mr. Lorcren. Fortunately, for the enlisted man, he can retire at 
a relatively younger age—early forties—and he has a chance to enter 
covered employment in civil life. 

The estimate of my organization is that 60 percent of my members 
work under covered social security after they retire from the Navy, 
with 20 or more years of service, usually in their early forties. 

Thirty percent enter the Federal civil service and 10 percent are 
unemployed or unable to work for physical reasons or else they have 
healthy wives who work for them. [ Laughter. ] 

So long as they would be privileged to carry their social-security | 
credits with them into civilian life, they would have no objection to 
contributing 2 percent of their gross pay while on active duty into the 
covered social-security plan to protect their dependents for added— 
I repeat, added—survivor benefits in the event of their death while on 
active duty, but more particularly, to buy protection during the re- 
quired six quarters of coverage immediately following their release 
from active duty after 20 or more years’ service. 

Mr. Carnes. Mr. Lofgren, you are aware of the fact. that the Gov- 
ernment likewise, as an employer, would have to contribute 2 percent? 
And that cost has been projected to be $184 million a year. In the 
very beginning of your statement you seemed quite concerned about 
the cost, but yet you are not willing to adhere to any offset whatsoever 
in the military retirement, so that the Government may be able to 
recover a part of its contribution in this program. 

Is there any inconsistency ? 

Mr. Loreren. Yes, Mr. Carnes, there is an inconsistency there. 
Since the Government proposes to take away one-half or full social- 
security benefits from their retired pay when they reach age 65, my 
organization feels that their men have given long years of faithful and 
honorable service to the Navy and the Nation. They have been sep- 
arated from family and homes for long periods at a stretch. In many 
sases there has been disruptment of the family life, and in a few in- 
stances, undoubtedly, divorce has resulted directly from the fact that 
the man has seen fit to stay in the service rather than get out and 
help rear the family. 

Mr. Carnes. Even if there was a 50-percent offset, Mr. Lofgren, 
the man would receive considerably more on retirement at age 65 than 
he is currently receiving; is that not true? 

Mr. Loreren. Our enlisted men don’t stay in the Navy for retire- 
ment until age 65. 

Mr. Carnes. Well, that is true. I am talking about at age 65. 

Mr. Loreren. At age 65 they would receive, as I understand it, a 
social-security benefit for what they have contributed into the social- 
security program themselves. 
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Mr. Carnes. Plus what the Government has contributed as their 
employer. 

Mr. Loreren. Plus what the Government may have contributed 
as their employer. That is true. 

Mr. Carngs. Not may have; they would have. 

Mr. Loreren. All right. 

Mr. Carnes. Yes, sir. 

Mr. Lorcren. Then we come to the situation—instead of picking on 
the admiral this time, let’s pick on myself. 

Mr. Carnes. Yes, sir. 

- Loreren. I have been employed in covered social-security since 
1937. 

Mr. Carnes. On your own? 

Mr. Loreren. On my own. 

Mr. Carnzs. Yes, sir. 

Mr. Loreren. My employers and I have contributed into that fund 
since 1937. If there was a blanket provision whereby the retired 
pay of all personnel of the armed services shall have their retired pay 
reduced by the amount of their social security, then why should I have 
been forced to contribute 2 percent of my salary and my employer 2 
percent as well into the social-security fund and get nothing for— 
what? How many years is that, since 1937? 

Mr. Kurpay. Eighteen. 

Mr. Carnes. Approximately 18 years. 

Mr. Loreren. Rightenn, with several more years to go—22 years of 
social-security coverage, which I have contributed over the years, and 
which unquestionably my men who retire early in life, in their early 
forties, will also be required to contribute on a forced basis. 

They have no choice in the matter; yet, they realize when they get 
to be 65 because the Government underwrote them while on active 
service for a few years—with the Government’s 2-percent contribu- 
tion, that all they have put in over the years is lost to them forever 
because they stand to lose a part of their retired pay. 

Mr. Carnes. I think that point has been repeatedly made before 
the committee, Mr. Lofgren, with some merit. However, to take 
the case of Admiral Grenfel, which you have cited, suppose that he 
goes under social security now, and attains a protracted period of 
coverage, for the next 11 years, in which the Government contributes 
one-half of that amount, and he retires at - 62, as you have suggested. 
At age 62 to 65 he does not seek again full employment. He merely 
retires. 

At 65 he would draw social security based exclusively upon his 11 
years of coverage in the service. In that case, you do not feel that 
there is any entitlement of the Government for an offset, having con- 
tributed for 11 years of coverage in the service. 

In that case you do not feel that there is any entitlement of the 
Government for an offset, meee ontributed for 11 years one-half of 
his social-security contribution? I am talking about where it is 
exclusively military service. 

Mr. Loreren. Well, I am inclined to believe that the retired pay 
of an admiral is not too great for the service that he has rendered over 
the years. You can take into account also that masters of industry 
can get 75 to 100 to 150 thousand dollars a year, and yet, the Govern- 
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ment pays an admiral about—what? Eleven to twelve thousand 
dollars a year? ft 

Mr. Carnes. Well, Mr. Lofgren, if the committee were to decide 
to place the military under social security on a contributory basis, it 
would cost the Government $184 million to make the es ee con- 
tribution. If they are not going to pyramid even further survivor 
benefits, there will have to be some compensating adjustment some- 
where in order to keep the cost of what you spoke right in the very 
early instances in line. 

And yet, when the one a has been made to try and make 
this compensation, it is something that your organization apparently 
very strenuously objects to, even on a modified basis or on a percentage 
or some qualified basis. It may not be a flat 50 percent. It may be for 
that portion of civil employment. It seems to me it is a little imcon- 
sistent there. 

The cost of the military paying the employer’s tax is a very sizable 
cost and I don’t think it can be completely ignored. 

Mr. Lorcren. Well, my group is concerned over the fact that they 
have contributed or they will contribute to social security in civilian 
life for so many years. And that is the basis on which they want 
nothing to do with social security if they are going to suffer a reduc- 
tion in their retired pay. 

Mr. Carnes. But would your group be adamant in that position, 
where the social-security entitlement has been accrued entirely in the 
military service ? 

Mr. Loreren. Well, I think, Mr. Carnes, that I have a suggestion 
which is going to follow here that will take up the slack in social 
security. 

Mr. Carnes. Fine. How much longer is your testimony ? 

Because we were allotting 50 minutes for each witness this morning. 

Mr. Loreren. I haven’t had my 50 minutes yet. I could goon for 
about 15 minutes more. 

Mr. Carnes. Fine. 

Just proceed on, if you will, please, sir. 

Mr. Bares. Mr. Chairman, I have an appointment downtown. I 
will read the record. 

Mr. Harpy. Go ahead, Mr. Bates. 

Mr. Bares. Two o’clock. 

Mr. Harpy. Yes; 2 o’clock. 

Mr. Loreren. On the question of VA death compensation, Fleet 

teserve Association leaves to the better judgment of the committee 
the responsibility of selecting the most equitable of the four plans 
which have been discussed. 

I should like to point out that there has been repeated reference 
throughout these hearings, at least the hearings which I have at- 
tended—and I haven’t attended them all due to other commitments— 
to the present $87 a month widow’s death compensation. That is the 
wartime rate. Only the peacetime rates, 20 percent lower, apply dur- 
ing the period between World War I and World War II, the period 


between the end of World War II and the beginning of the Korean 
emergency, and are presently in effect since February 1, 1955. 

Thus, when we talk of $87 Veterans’ Administration widow’s com- 
pensation, the figure reduces itself to $69.60 per month from here on 
out for peacetime service-connected deaths. 
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Note, however, that the FECA present benefits continue along, with 
no reduction for peacetime service, and even increase what with the 
higher rates of service pay now provided in the Career Incentive Act 
of 1955, which became effective on April 1, 1955. 

As alternate to social-security coverage for personnel in the armed 
services, I earnestly suggest to this committee that you resurrect the 
original of the Contingency Option Act, the survivor benefit plan, 
which provided coverage for personnel in the armed services on active 
duty on a compulsory participation basis, with one-quarter of the 
basic pay accruing to certain beneficiaries in the event of death of 
the man while on active duty. 

The original of that plan, which fell by the wayside would have 
provided a survivor benefit of one-quarter of basic pay for nominal 
payments of 50 cents a month for the lower ratings, to $7 or $8 as 
I recall the figure for chief petty officers—the highest enlisted rating— 
to $14 per month for a flag or general officer. 

The plan was reported to have been actuarially sound and would 
have cost the Government nothing except for administrative costs of 
operating the plan. 

Mr. Harpy. Is that the plan that was before Mr. Kilday’s commit- 
tee 2 or 3 years ago? 

Mr. Loreren. Yes, sir. 

Mr. Harpy. I thought I remembered it. 

Mr. Loreren. And the author of that plan is Captain Hoyt, who 
is a member of the task force here. I have not consulted him in con- — 
nection with resurrecting this thing. But all service personnel were 
sold on this measure with the exception of the lower ratings, who 
would have been forced to contribute 50 cents a month and all they 
could see out of it was a few less beers each month for the 50 cents 
that was going to be taken away from their pay. 

Mr. Harpy. So now we are talking about taking $4 out of them 
for social security ? 

Mr. Loreren. Well, you can give social security to the Armed Forces 
for coverage under the original survivor benefit bill, requiring only 
50 cents a month for a lower rate enlisted man to $14 a month for an 
admiral, and the fund will revolve in proportion perhaps as the years 
roll on by the same huge amount whiek the social-security bureau now 
has. 

Did I understand correctly, Mr. Chairman, that the social-security 
people said there was $20 billion in the social-security fund today ? 

Mr. Harpy. I thought it was more than that, but I believe that is 
what they testified. 

Mr. Kran. Twenty is right. 

Mr. Harpy. I believe that is what they testified. 

Mr. Loreren. What was it? 

Mr. Kean. Twenty. 

Mr. Loreren. Twenty billion dollars. And I was looking at the 
financial position of the Treasury in the paper the other night. 
There is only about $5 billion in cash in the Federal Treasury and $21 
billion buried in gold at Fort Knox. 

Mr. Kean. Well, this $20 billion is not buried. It is invested in 
Government bonds. 

Mr. Loreren. Well 





Mr. Harpy. That isn’t cash, either. 
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Now, the $5 billion that you saw as cash on hand in the Treasury— 
a part of that might have been $5 billion of social-security funds. 
That is invested in Government bonds. The Treasury has that in 
its cash balance. 

Mr. Loreren. I imagine they have that in the national debt of $277 
billion. 

Mr. Harpy. Well, they could. [Laughter. ] 

Mr. Loreren. I urgently request that you look into that original 
survivor-benefit bill. The admiral who was Commander in Chief of 
the Atlantic Fleet, Admiral Fechteler, testified before the committee 
and he pointed out the situation whereby the only ones who objected 
to it were the young fellows who saw a few less beers a month. her- 
wise, everyone in his command was 100 percent behind the provision 
whereby forced contribution would give their survivors one-quarter of 
their basic pay. 

Mr. Carnes. Mr. Lofgren, if your organization had to choose be- 
tween supporting placing the military under social security on a con- 
tributory eas or supporting the old bill, to which you have referred, 
which do you think your organization would support ? 

Mr. Loreren. If my organization was obliged to make a selection 
between social security, deducting one-half or one-quarter or all of 
their social-security benefits from their retired pay, they would sup- 
port revival of the survivor-benefit bill, applicable to the active service. 

Mr. Carnes. What if there was no offset in the military retirement, 
then which of the two plans would you support? 

’ Mr. Loreren. Well, from an economic point of view—and I don’t 
knew anything about economics or anything like that—it seems to 
me that 50 cents to $14 a month is far less than 2 percent 

Mr, Carnes. Of gross pay. 

Mr. Loreren. Plus 2 percent from the Government of gross pay, 
which would be 4 percent of gross pay for the social-security fund 
which already has $20 billion in its Kitty. I don’t see why they need 
more than $20 billion to run this program. As I say, I don’t know 
anything about higher finances. 

Mr. Carnes. Do you feel more adequate benefits were provided 
under the old bill of which you speak than would be provided under 
social security ¢ 

Mr. Loreren. Absolutely ; yes, sir, I do. 

Mr. Carnes. And perhaps at less cost. 

Mr. Loreren. At far less cost; yes, sir. 

Mr. Carnes. Well, that is sort of paradoxical. It is very inter- 
esting. 

Mr. Loreren. Now, Mr. Chairman, a few years ago I attended the 
funeral services at Arlington National Cemetery, at the Amphitheater, 
attended also by the President of the United States, of the late Adm. 
Forrest Sherman, who died while a member of the Joint Chiefs of 
Staff. 

Admiral Sherman’s widow receives death compensation in the 
amount of $87 per month. I have before me a personal letter, on three- 
star admiral paper, signed by H. M. Martin, Vice Admiral, United 
States Navy, Commander, Air Force, Pacific Fleet. I will read only 
one paragraph. 
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I also greatly appreciated your remarks about Admiral Sherman’s widow. 
Mrs. Sherman and Mrs. Martin are sisters, and Mrs. Sherman at the moment is 
living with us. I-am therefore fully aware of her financial status. It is indeed 
unique that Admiral Sherman’s widow should be the beneficiary of some $87 
per month. In her case, with her family, and Forrest’s insurance, she is not 
in need. But there have been many cases in which widows of Navy of all ranks 
have been left with little else besides. And this is deplorable. 

I have listened to remarks which have been made before this com- 
mittee and before the predecessor committee in which le have 
gone on record as saying that there should be no rank in death. I do 
not subscribe to that thinking. The widow of a President of the 
United States receives a pension from the Congress of $5,000 a year. 
Rightly so. I don’t believe that the widows of our ranking officers 
should have to go way down and subsist on what is presently being 
provided for them. 

In the case of Mrs. Sherman, due to the $160 wage credit, when she 
reaches age 65—and out of a clear sky I would guess that is in the 
next 8 or 10 years, I am not sure—she will receive as an admiral’s 
widow a social-security payment, additional to the $87 per month 
which she is presently receiving from the Veterans’ Administration, 
of $44.30 a month. 

Mr. Carnes. Mr. Lofgren, do you also subscribe to the philosophy 
that the officers, especially officer ranks, have a résposibiliey, a per- 
sonal responsibility, to their families to supplement these amounts 
of which you speak ? 

Mr. Loreren. Yes; I subscribe to that, not only for officers but for 
enlisted men and for civilians—for everyone. 

Now, on the question of survivor insurance, the survivor benefit bill 
or Contingency Option Act: 

I didn’t go into the Contingency Option Act myself. I couldn’t 
see taking a reduction of $57 a month from my retired pay to provide 
one-half reduced survivor annuity for my wife. e studied this 
thing out. I talked it over with my wife. I have a real-estate pro- 
gram, an insurance program, a little investment program. 

When I am 65, unless you fellows chop me off here, my wife or I 
will receive a social-security benefit. I haven’t gone into it to see 
how much, but I have had the maximum coverage since 1937. My 
wife, herself, is a veteran of World War I. 

As a yeomanette, she will receive at age 65, if she can then show a 
10-percent disability nonservice, a pension from the Veterans’ Admin- 
istration. If I should die—I am a World War I veteran and she 
can arrange her finances so that her income would be less than $1,400, 
she would get a benefit there. So I didn’t go into the Contingency 
Option Act program. 

In conclusion, Mr. Chairman and gentlemen, on behalf of the na- 
tional president of the Fleet Reserve Association, and the members 
of our executive committee, I wish to thank you for giving my group 
of career enlisted men of the Navy and Marine Corps an opportunit 
to offer these observations, and I truly feel that you will come up wit 
a satisfactory solution to a very difficult and complicated problem. 

I thank you, gentlemen. 

Mr. Harpy. Thank you, Mr. Lofgren. 

Any questions, Mr. Kilday ? 

Mr. Kitpay. No. 

Mr. Harpy. Mr. Kean? 
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Mr. Kean. No. 

Mr. Harpy. Thank you very much, Mr. Lofgren. 

I just want to make one observation. I hope you do a satisfactory 
job on the stepfather who stood in loco parentis but who hasn’t got 
a cow to stand for him. [Laughter.] 

Mr. Loreren. Thank you. 

Mr. Harpy. The committee will stand adjourned, to reconvene at 
2 o'clock. 


(Whereupon, at 12:08 p. m., a recess was taken, to reconvene at 2 
p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the committee come to order. 

We will resume our hearings with representatives of the VFW. 

Mr. Ketchum, I am delighted to see you are here. We want to wel- 
come you to the committee. We will be glad to have a comment from 
you, and Mr. Downer, both. I had a little visit with Mr. Downer in 
the corridor the other day, and he seems to be up to his usual form 
and arguing for the things that he believes in, and I congratulate 
him for that—you and he, both. 

You have a prepared statement, I believe. I believe I got a copy of 
it here, Mr. Ketchum. 

Mr. Kercuum. That is right. 

Mr. Chairman, I want to preface my prepared statement with a 
few extemporaneous remarks, if the committee has no objection. 

Mr. Harpy. Not a bit. In fact, it might be better to let you ex- 
temporize to whatever extent you consider desirable. 


STATEMENT OF OMAR B. KETCHUM, NATIONAL LEGISLATIVE 
OFFICE, VETERANS OF FOREIGN WARS 


Mr. Kercuum. Well, sir, Mr. Chairman, I want you to know that 
the Veterans of Foreign Wars realizes that in the appointment and 
the acceptance of assignments on this committee, that those of you 
who were fortunate enough to catch this task certainly ——— 

Mr. Harpy. I don’t know what this is going to be but I am 
going—— 

Mr. Kercuum. Have your work cut out for you. 

Mr. Teacur. We were gullible enough to ask for it. [Laughter.] 

Mr. Kercuum. And I want you to know you have our complete and 
undivided sympathy. And we are one group that really appreciates 
what this committee is attempting to do. And we certainly hope 
that after you have listened to all of the testimony—not necessarily 
from the VFW but from everybody else—that you will be able to im- 
prove upon our present survivor benefit program. 

Mr. Harpy. Well, Mr. Ketchum, you know, I can’t resist this 
opportunity to say thank you for those remarks. This is a peculiar 
sort of a situation. And I can truthfully say that the members of 
this committee sought membership on this committee for just one 
purpose, and that was because of a recognition of a need to do a job, 


a real, constructive job, and that is the thing that we have been trying 
to do. 
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Now if we fail, it won’t be because of any lack of interest or lack 
of effort. But we are trying to come up with something that will 
improve the general confused situation. 

And I want you to know that personally, and speaking for myself, 
and I know for the other members of the committee, we do appre- 
ciate those comments. Because we need help, and that is what we are 
looking for. 

Mr. Ketcuum. And I want to further say, Mr. Chairman, I am 
certainly glad that decision that the committee has to make is not 
my decision, that is, that it is your decision. : 

I only hope what we present here today and what we have said in 
the past doesn’t further add to the confusion of the committee in 
trying to arrive at an equitable solution of the problem. 

Mr. Harpy. I can’t help but make the observation about that, 
too. 

Now, your comments last year before the committee when Mr. Bates 
was chairman—I can’t say that I think they lessened the confusion— 
but I must confess that it was a novel approach, a constructive ap- 
proach, and the committee was deeply grateful to you for making it. 

Mr. Ketcnum. Thank you very much, Mr. Chairman. 

Now, I will proceed along with our prepared statement, and I might 
say I have Mr. Downer here, and in case any tough questions are asked 
I am going to refer them to Mr. Downer as the legal counsel for the 
organization. 

If there is anybody that can confuse you more than a lawyer, I don’t 
know who it is. That is what I have found. [ Laughter. | 

Mr. Ketcuum. We approach this matter in recognition of the fact 
that there is no such thing as perfect justice. In fact, wise men cannot 
agree as to what is justice. 

The difficult factors of the problem now under consideration arise 
directly from the fact that the Armed Forces are composed of career 
personnel and of civilians who serve for brief periods of time. The 
service of the civilian constitutes an interruption of his normal life and 
interferes with the pursuit of his chosen occupation, profession, or 
business. 

On the other hand, the service of the career personnel is the chosen 
occupation or profession of that person. While we do not suggest 
that fact requires greater benefits for one group over the other, we 
do suggest that it creates problems throughout the service as a whole 
which cannot be solved without regard to the special situation of the 
civilian personnel. 

Consequently, it is our view that all of the plans which base bene- 
fits on the amount of service pay are unrealistic. 

In attempting to arrive at an equitable program, it seems to us that 
the first step is to lay down certain fundamental principles as the 
framework for that program. 

In attempting to do this, we suggest that a sound program should in 
no case provide benefits to survivors that would maintain them in a 
manner of living above that which they could have attained in the 
absence of the serviceman’s death. 

As a second principle, we suggest that a sound program should, in- 
sofar as reasonably possible, maintain survivors in the manner of 
living they would Rave enjoyed if the serviceman had lived and con- 


tinued his contribution to the support of his survivors. We believe 
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these principles are sound and suggest that they are composed of two 
major factors. 

These are: (a) The pecuniary loss directly caused by the death; 
and (b) the needs of the survivors. The needs of the survivors include 
several factors among which are: (1) financial status; (2) number of 
dependents; (3) physical condition; (4) habits of living; (5) possi- 
bility of employment. 

It is apparent that these varied factors cannot be given due con- 
sideration by any plan which is based merely on the number of de- 
pendents and the rate of military pay. Only in the case of career 
personnel could such a system be realistic. 

If weight is to be given to this variety of factors, it can only be 
done through a system of adjudication in each individual case. We 
recognize that such a system has some objectionable features which 
include (1) the administrative difficulties of determining and properly 
evaluating all of the factors involved; (2) the probability that such 
a system would lack the uniformity of a more rigid system so that 
cases might arise in which survivors with lower awards might con- 
sider their cases to be as meritorious as cases with higher awards. 
I should like briefly to discuss these objections in order of their pre- 
sentment. 

According to the last annual report of the Administrator of Vet- 
erans Affairs, there are 270,660 service-connected deaths from World 
War IT on the rolls of the Veterans’ Administration. The VA is 
paying death compensation to 265,837 dependent parents as a result 
of those deaths. Dependency is a matter which must be adjudicated 
by the Veterans’ Administration and, consequently, it is apparent that 
under the present system we are already adjudicating nearly all cases 
cf service-connected death. 

If the two principles which we previously suggested as the frame- 
work for a sound program are adopted, then the only additional fac- 
tor requiring adjudication under our proposal is pecuniary loss. 
Consequently, it seems to us that a system of adjudication would add 
very little to the administrative problems that already exist. 

In 1946 Congress enacted the Legislative Reorganization Act, title 4 
of which is known as the Federal Tort Claims Act. This act imposes 
liability on the Federal Government for damages resulting from in- 
jury or death caused by the negligent act of an employee or agent of 
the Federal Government. 

In such cases suits are filed against the Federal Government in the 
United States district courts and an adjudication made of the dam- 
ages sustained by survivors in all death cases. Adjudication in these 
cases is, of course, much more difficult than adjudication of the amount 
of death compensation for service-connected death because it is also 
necessary to determine the question of liability based on the alleged 
negligent acts of the agents and employees of the Government. We 
recognize that the Tort Claims Act has placed an increased burden 
upon the Department of Justice, but we have never heard it suggested 
that for this reason the act should be repealed. 

We have endeavored to obtain from the Department of Justice 
statistical data showing the number of wrongful death actions filed 
zgainst the Government under the Tort Claims Act so as to give some 
comparison with the number of service-connected deaths that occur 
each year. 
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The difficulty in obtaining such figures comes from the fact that the 
records of the Justice Department carry as one case accidents which 
resulted in the death of a great many persons. However, if we are 
able to obtain a figure that would give any actual comparison we will 
be pleased to offer it for inclusion in the record. And I might say 
at a later date, if it is agreeable to the committee. 

Mr. Harpy. Do you have any figure on that at all, Mr. Ketchum? 

Mr. Kercuum. So far we have no figure that would be any more 
than a sheer surmise at the moment, Mr. Chairman, but we are still 
hoping to get them. 

Mr. Harpy. Do you have a figure as to the number of cases? 

Mr. Kercuum. Mr. Downer? 

Mr. Downer. The number of cases, Mr. Chairman, isn’t very indic- 
ative because of such big disasters as the Texas City disaster, for 
example, which is carried in their records as one case, involving the 
death of a great many persons. 

However, they are attempting to statistically compile a record for 
a given period of time that might be of some comparative value, but 
as yet we don’t know for sure if it can be obtained. 

Mr. Harpy. Thanks. 

Mr. Kercuum. In addition to the factors above mentioned, we wish 
to call attention to the fact that the last annual report of the Admin- 
istrator of Veterans’ Affairs discloses 1,628,952 disability compensa- 
tion cases from World War II on the rolls of the Veterans’ Adminis- 
tration as of June 30, 1954. 

These cases have all been adjudicated to determine service-connec- 
tion of the disability and the percentage of disability from which the 
amount of disability compensation is determined. While disability 
is a medical question, we suggest that it is fully as difficult to evaluate 
the percentage of physical incapacity that results from a certain dis- 
ability as it is to evaluate the adequacy of death compensation based 
on the pecuniary loss and needs of the survivors. In addition is the 
far greater number of disability compensation cases which impels us 
to the belief that death cases can be evaluated on an individual basis 
with less administrative burden than is necessarily inherent in the 
disability compensation program. 

As to the objection that a system of adjudication would lack uni- 
formity, we suggest that uniformity which perpetuates inequity is 
not desirable. Uniformity is an essential ingredient but not the sole 
component of justice. Any system which adheres to uniformity to 
the extent of ignoring many essential factors is inequitable. 

While individual cases may occur in which survivors consider their 
circumstances to be comparable and, consequently, requiring compar- 
able awards, we do not believe this to be a serious factor any more 
than it is in the disability compensation program, or damage claims 
in civil court. 

The plans which have been proposed recognize only differences in 
military pay and number of dependents. In most cases those with 
the same pay and the same number of dependents receive identical 
amounts of compensation regardless of pecuniary loss resulting from 
the death, financial circumstances, physical condition, accustomed 
manner of living or possibility of maintaining themselves through 
gainful employment. 
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Consequently, the surviving widow of one who earned $20,000 per 
year in civilian life, who has no accumulated wealth and who might 
be a chronic invalid with no possibility of employment would receive 
the same amount of compensation as a wealthy widow in good health 
with numerous employment possibilities whose husband earned noth- 
ing in civilian life and who might have a substantial unearned income 
from investments. We cannot recommend a system of survivors’ ben- 
efits that would permit such a result. 

It has been suggested that military pay is a proper criterion on 
which to base death benefits because civilians with high earning ca- 
pacities achieve rank in service commensurate with their abilities. 
’ Thousands of civilians, with high income capacities or potentials, 
served in World War II in enlisted or low commissioned ranks, be- 
‘ause, in some instances of physical or educational lack, or because 
civilians are not generally taken into the military initially in high 
rank. 

Now, if the committee wanted some examples of people with great 
earning capacity outside of the military who served in an enlisted 
‘apacity, undoubtedly we could provide those. Some of them come 
to my mind at the moment. 

Let us think for a moment of Rocky Marciano, who comes from 
Mr. Bates’ hometown up at Brockton, Mass. Now Rocky was only 
an enlisted man. Probably he was never considered for a commission 
grade. But you know, as a civilian he is doing pretty good. He 
earns quite a bit of money. 

Mr. Harpy. He might have made a right good sergeant, don’t you 
reckon ? 

Mr. Kercuum. Oh, yes; absolutely ; a fine sergeant. 

Mr. Bares. Did you read his article in Collier’s? 

Mr. Ketcuum. No, I haven’t. I must have missed it. 

Mr. Bates. You know, he always envisioned becoming the heavy- 
weight champion of the world. Then he was going to have a party 
of all the people in the city of Brockton to help all the widows. But 
he said, “You know after taxes and expenses, chars is not much left.” 

Mr. Kercuum. It brings to mind another man who served in World 
War IT as an enlisted man and he does pretty good in civilian life, 
and I refer to Mickey Rooney, who does quite well in the motion- 

. > . - ¥ . . . . 
picture field. I think he was inducted into the service in an enlisted 
capacity and I don’t believe ever attained much of a rank or rate of 
pay. 

I think the number of instances can be numerous and endless of 
men who have great earning capacity outside of the military who 
probably wouldn’t have made much progress in a short space of time 
im the service. 

Mr. Harpy. But you know what bothers me about these illustrations 
you have just given us? 

Every now and then you have to think about the other side of this 
picture. What are you going to do—now if you are going to base 
your compensation on the pecuniary loss of the earning capacity of 
the individual in private life, what are you going to do about the 
gigolo who depends on his wife? 

He doesn’t provide anything at all. And he is a dead loss to her 
financial re you going to make her contribute because of his 
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Mr. Bares. Mr. Lofgren’s case. 

Mr. Kercuum. I think I used a case of that kind as an example, of 
the wealthy widow who has substantial income from investment securi- 
ties and whose husband went in the service and he didn’t have a job 
when he went in. 

Mr. Harpy. Yes, but you don’t say what you would give her on 
compensation. 

Mr. Kerenum. Oh, but on adjudication you could solve those 
problems. 

Mr. Harpy. Well,could you? You could not charge her—of course 
she is going to be better off with him going. [Laughter. | 

Mr. Kercnum. I get your point. I will yield to your superior judg- 
ment in this case. 

Mr. Harpy. Maybe you heard Mr. Lofgren’s testimony this morn- 
ing. What are you going to do about that stepfather? {| Laughter. | 

Mr. Kercuum. I didn’t hear his testimony, I am sorry. 

Mr. Bares. He was a scoundrel. 

Mr. Harpy. Well, I didn’t mean to get you off the track. But I have 
seen a lot of women that probably would pay to get rid of their hus- 
bands. [Laughter. | 

Mr. Kercuum. While adjudication of the amount of death com- 
pensation to be paid by the Veterans’ Administration is the principal 
feature in which our recommendation departs from other plans, I 
should like to also suggest that a sound program should include a 
death gratuity payment in lieu of the present 6-months death gratuity 
and the continuation of gratuitous indemnity. 

We concur in the proposal contained in plan A, that the death gra- 
tuity should be computed at 4 times the monthly average gross pay, 
with a ceiling of $3,000. We suggest, however, that the minimum 
of S800, as suggested in that plan, should be increased to $1,000. 

We recommend the continuance of the $10,000 gratuitous indemnity 
as provided by existing law, except that we favor giving authority to 
the Veterans’ Administration to stretch out the payments over a longer 
period of time. This would not reduce the total amount of the benefit 
but would give authority in some cases to reduce the amount of the 
monthly payment so as to eliminate the possibility that survivors of 
those in the lower economic levels would receive monthly income in 
excess of that which they could otherwise have obtained. 

We are not inclined to favor the inclusion of social security in the 
survivors benefit program for the Armed Forces. In our previous 
appearance before this committee we suggested a freeze on social se- 
curity for those who enter the Armed Forces with prior social-security 
credits. 

Since that time, questions have been raised as to the cost of such a 
system, which have caused us to revise our thinking. In view of the 
present uncertainty as to the cost of the freeze, we do not feel able to 
make any firm recommendation. 

I would, however, suggest that social security is not a suitable pro- 
gram to apply on a contributory basis to all members of the Armed 
Forces since benefits are not available to survivors of any person who 
did not have six-quarters of coverage at the time of his death. 

Further objection to social security as a part of the survivors pro- 
gram for the Armed Forces comes from the fact that those without 





354 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


dependents receive no benefits until age 65, those with dependents 
may receive benefits immediately after the death occurs for a brief 
period of time and then have them terminated until age 65. 

A widow with a 3-year child would receive benefits for 15 years, 
at which time she would be 45 years of age. Benefits would then 
terminate and not be restored for a period of 20 years. 

It should also be pointed out that a substantial portion of the 
Armed Forces are career personnel subject to a special retirement 
system while the remainder of the Armed Forces are, in a sense, 
civilian personnel, who, prior to entering upon military duty and 
who after release from temporary military duty may be subject to 
social security. 

The Federal Government employs hundreds of thousands of 
civilians in the classified civil service. These employees have access to 
a special retirement system under civil service or they have the option 
of coming under social security—but they can’t have both. 

Therefore, would it be sound to try and apply a civilian retirement 
program to career military personnel who have a career retirement 
program? The social-security program may be suitable for the 
civilian population but we doubt if it is suitable for the military 
forces tet there is a mixture of career and temporary personnel 
and where deaths occur at an average age below that in a civilian 
population. 

Mr. Harpy. Thank you, Mr. Ketchum. 

Mr. Kercuum. Mr. Chairman, that constitutes our prepared state- 
ment. 

I should like to add that what we have presented here today is the 


best possible thinking of our national staff and our national legislative 
committee in the time they have had to give to this. 
This does not represent any definite — of a national encamp- 


ment, because this has come up and 
national encampment. 

I am not attempting to tell you gentlemen here today that every- 
thing we have said will be 100 percent supported by our organization. 
It is possible that at the next encampment they might change some 
of this. But I am inclined to believe, based on those we have talked 
to so far, that they will generally support what we have presented 
here as the thinking of our national staff and our national legislative 
committee. 

Mr. Harpy. Thank you, Mr. Ketchum. The committee, of course, 
would understand that since your national encampment hasn’t passed 
on all these points, that there might necessarily be changes at the time 
they meet. 

Mr. Kercuum. That is right. 

Mr. Harpy. The fact of the matter is from 1 year to another it 
would be hoped that there might be sufficient developments to justify 
an evolution in the thinking. 

Mr, Kercuum. That is right. 

Mr. Harpy. Even at the national encampment. 

Mr. Kercuum. That is right. 

Mr. Harpy. But there are several things that you have raised in 
your presentation that I think are certainly challenging to the think- 
ing of the committee anyway. 
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I wish you would have given us a few more question and answers 
instead of. giving us a lot of questions without giving the answers. 

Now, you talked about an adjudication, an individual adjudication 
on the basis of pecuniary loss. 

Did you have in mind a settlement comparable—you used as an 
illustration the Tort Claims Act. 

Did you have in mind an adjudication of an award based on the 
actual pecuniary loss, or did you have it on a percentage of that loss? 

Mr. Kiercaewe. We use that in the broad general terms of trying 
to arrive at more equity in the general run of these cases. 

And I think maybe to make this point a little clearer—I didn’t 
mean to imply that in the case of a widow who had a husband that 
could produce $100,000 a year, that the Government had to necessarily 
provide her with the equivalent of $100,000 a year, but the pecuniary 
loss. 

What I was getting at, Mr. Chairman: There has been much criti- 
cism—I think one of the things that prompted this series of hearings 
has been agitation by certain of our prominent commentators about 
deaths occurring in high military rank, leaving widows, we will say 
of admirals or generals on a pension of $75 a month, and that some- 
thing ought to be done about this, that it is unfair 

Mr. Harpy. Well, I might make this observation. I think the 
committee fully recognizes the unfairness of that and the difficulty 
confronted by the widows of these high ranking military ssiiioopieel 
But let me assure that that didn’t have anything to do with the hear- 
ings of this committee. Because actually in numbers they are rela- 
tively a small part of the inequities that are involved in this survivor 
benefit program. There are a lot of other people that are going 
through hardship besides the widows of the high ranking personnel. 

Mr. KercuHum. The point we were driving at—I didn’t mean to 
imply that that was the primary thing in the minds of this committee. 

Mr. Harpy. No; I understand. 

Mr. Kercuum. I meant that that was one of the contributing fac- 
tors, to try and open up the whole question of survivor benefits. 

Mr. Harpy. That is a contributing factor. 

Mr. Kercuum. The point we were trying to make here: That the 
circumstances in almost every case are so different that it is impossible 
to apply a uniform system of a rigid compensation allowance which 
would provide any sort of inequity in this problem. Any more than 
you could establish an equity by saying it should all be based on the 
rank and pay of the person who loses his life in the service. 

That is, their survivors shall be—that is their benefits shall be deter- 
mined by the rank and pay of their husband in the service. 

Now, we simply can’t agree with that, that is so far as the civilian 
military personnel is concerned. 

Mr. Harpy. I think we had a little discussion on that when you 
appeared before the committee when Mr. Bates was chairman. 

Mr. Ketcuum. That is right. 

Mr. Harpy. We fully recognized that insofar as your civilian mili- 
tary personnel are concerned, that frequently there is very little 
relationship to what they earn or their rank in the service and what 
they earn as civilians. k requently there is no relationship at all. 
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Mr. Kercuum. And in a short period of service, even though they 
have outstanding ability, it is almost impossible in a short period of 
service for them to acquire a high rank in the military. 

Mr. Harpy. That is right. 

Mr. Kercuum. Now there has been a few instances where men of 
outstanding ability have been brought into the service in high rank, 
like we will say General Knudson during World War II. 

But the number of those cases are unusual. And even General 
Knudson, being brought in as a lieutenant general, was not compar- 
able with his vast earning capacity in private industry. 

All we are trying to set forth aes is to show that there is—that 
is, there are elements of pecuniary and elements of survivor needs 
which we thing can best be determined through some form of adjudi- 
cation, rather than through a rigid system of equal allowances to all. 

Mr. Harpy. You have a very intriguing idea. I wish you would 
present a way to work it, also. 

Mr. Bates has a question. 

Mr. Bares. Mr. Ketchum, let’s twist this thing around the other 
way now. I don’t think that really you can associate earning capacity 
of professional military personnel with their earnings which they get 
while in service. 

Now, you can take the chiefs of many of your bureaus downtown, 
in the Navy Department and the Army and in the Air Corps. I know 
a lot of them. As soon as they retire down there, they will pick up 
$150,000 with aircraft factories and other large corporations through- 
out the country. 

So if we are going to say it is unfair in one case, it certainly holds 
true in the other. 

Mr. Kercuum. Well, that may be true, Mr. Bates, except that they 
have deliberately chosen or selected that as a career in the military. 
I mean it hasn’t been necessary and essential that they follow that 
particular career. They are career people. And you can better make 
a uniform standard in the application of survivor benefits for them 
than you can for those who are only in for a temporary period of 
time, what we might call civilian—I am not questioning the ability 
of high ranking officers who follow the military as a career. I am 
not saying that they couldn’t earn more outside. I merely say they are 
career personnel.. Therefore, you can set up a pattern of grade and 
rank for them. Whether it is adequate or not is another question. 

Mr. Harpy. What you are saying is that the fact that they are 
high ranking in the military service doesn’t necessarily mean that 
they would be tycoons in industry. 

Mr. Kercrtum. Not necessarily, no. 

Mr. Bares. You can't speak generally. 

Mr. Kercuum. No. 

Mr. Bares. But neither can you speak generally of a fellow who 
might win the heavyweight championship of the world. Sometimes 
yes and sometimes no. 

But there is another aspect that I have seen—and from what you 
said I think perhaps you concur with my view. 

You are certainly familiar with all the legislation we have passed 
in the last 2 years trying to make the service more attractive. 

Mr. Kercuum. That is right. 
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Mr. Bares. And from what you said, the people in the service today 
ought to have a better survivorship program than what they cur- 
rently have. 

Mr. Kercnum. Oh, yes. We agree that there can be improvements. 
We think this committee is going to make some improvements. In 
spite of all your trouble and all of your problems, I know when you 
get through there are going to be improvements. Maybe all will not 
agree with what you are finally going to represent to them, but I 
know you are going to improve the program—whether it is our rec- 
ommendations or somebody else’s recommendations or the things you 
come up yourself. I think there are going to be some improvements. 

Mr. Bares. I was personally in that position, having gone halfway 
toward retirement in the service when I was contemplating running 
for Congress. Well, some people thought I made an unwise decision 
to take and give up ieeubae that was certain for something that 
is tentative. 

Mr. Kercuum. Now since the raise in pay they know you are smart. 

Mr. Harpy. If he can be sure of getting elected next time. 

Mr. Ketcuum. Yes. 

Mr. Bares. At least. for a year and a half, Iam safe. [Laughter.] 

But the thing I gave a lot of weight to at that time, Mr. Ketchum, 
was the fact that if something happened to me after retirement in the 
Armed Forces, that there was nothing for my family. So I didn’t 
think I was giving up too much from that particular point of view. 
It was one of the compelling reasons that when I gave it up I didn’t 
feel I lost too much. 

Now, I am thinking of those kind of fellows, too. We want to have 
the very finest officers to lead our kids in battle. We don’t want to 
have any second-raters. If we need something to attract them and 
retain them, I think it is up to the Congress and the various service 
organizations to so recommend. 

Mr. Harpy. Any questions, Steve? 

Mr. Carnes. Yes, sit; I have a few here. 

The question Mr. Bates raised about being a general, Mr. Ketchum. 
In the very first page of your statement, in the third paragraph, 
you say: 

We suggest a sound program should in no case provide benefits to survivors 
that would maintain them in a manner of living about that which they could 
have attained. 

The word “could” there: How do you define what a pérson could 
have attained ? 

Mr. Ketcuvm. Should have or might have attained. 

What we were intending to imply there: That an examination of 
the background of some of those who die in the service would indicate 
that all yardsticks or measurements of gages that could be interpreted 
would indicate that they are not too far and haven’t gone very far. 

But survivor benefits actually put them in a better position, which 
I think the committee discovered, and some of your information 
developed they are in far better position than when the serviceman 
was alive. 

Mr. Carnes. Do you have a very good yardstick of how far a man 
is going in life when the average age of the man killed in the service 
is around 22 or 23? 
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Mr. Kercuum. It is difficult, particularly on the younger ones, 
to project that. 

r. Carnes. Isn’t that where you have the mass of cases in the 
voung ones? 

Mr. Kercnum. Yes, sir. 

Mr. Carnes. So the problem comes in the difficult area where you 
have your mass? 

Mr. Kercuum. That is right. 

Mr. Carnes. So doesn’t that create even a greater problem? 

Mr. Kercuum. Yes, yes; it would, undoubtedly, especially if you 
get down in that great group of the younger ones. 

Mr. Carnes. Yes. 

Mr. Ketcuvum. It is really unfair to them to say because they have 
made no start either in the family background or at the present time 
that they have made no start toward success, financial success, that 
they might not hit the jackpot sometime in later years. 

Mr. Carnes. Yes, sir. 

You mentioned that you thought that any approach relating to pay 
was unrealistic. Do you also think it would be unrealistic to give 
any weighting factor to length of service, as was suggested in plan 
C-1! 


Mr. Kercuum. Well so far as the career personnel is concerned, 
yes, I presume that will have to be taken into consideration, length 
of service. 

Mr. Bates. Now—— 

Mr. Kercuum. But is seems to me our big problem here is the ques- 
tion of your temporary personnel and your career personnel. That 
is one of the big problems. 

Mr. Harpy. But insofar as career personnel are concerned, you 
could just as well base it on the pay scale as you could on length of 
service. 

Mr. Kercuum. Oh, well; yes. Pay or length of service, in either 
case, sir. Possibly, however, length of service go hand in hand, unless 
where some come in an unusually high grade with a minimum of 
service. I don’t think there are too many of those cases. 

Mr. Harpy. Not very many of them that really spread themselves 
from the enlisted ranks. 

Mr. Kercuum. No. 

Mr. Bares. Mr. Ketchum, I realize that everything you say here is 
going to be tentatively until you have your <stinineh encampment. 
And [ also realize they can have a thousand national encampments and 
won’t understand this problem if Omar Ketchum doesn’t understand 
it and tell them what the situation is. Because this is extremely 
complicated. 

Mr. Kercuum. That is the thing that is worrying us, is the fear that 
somebody who doesn’t understand it may suggest certain things. 

Mr. Harpy. We are not guessing. That has already happened. 

Mr. Kercuum. Could be, Mr. Chairman. Could be. 


Mr. Bates. Didn’t you put out some sort of a publication around the 
first of the year that set forth as one of your points, the improvement 
of this particular program, I think even with the inclusion of social 
security ? 

Mr. Kercuum. I don’t know whether we had social security. We 
certainly were on record for improving the lot. 
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Mr. Bares. Yes. 

Mr. Kercuum. Of personnel in the Armed Forces including the 
emoluments which they receive while in the service and the benefits 
accruing to their survivors if something happened to them in the 
service. 

In other words, we wanted a general improvement. 

Mr. Bares. I think you termed the present system a hodgepodge. 

Mr. Kercuum. That is right. 

Mr. Bates. Now I am not quite clear. 

Have you crystallized your thinking to the extent that you can 
liquidate that hodgepodge and give us a simple program now? 

Mr. Kercuum. Mr. Bates, I think I could. 

Mr. Bates. Do you? 

Mr. Kercuum. But I am afraid, as 1 individual and 1 officer of 
the organization, to attempt to convey to this committee my personal 
thinking on the subject, which somebody else might not agree with. 
I am like my friend, Casey Jones, over here. I think the problem is 
comparatively empleo if we only have courage to go ahead and do it. 

Mr. Bares. Well—— 

Mr. Ketrcuum. That represents substantial change and a complete 
new approach. 

Mr. Bares. You don’t have to worry about that. 

Mr. Kercuum. And people are afraid of that, see. 

So I am reluctant to present to you what I think might be a simple 
way out of this. 

Mr. Bares. The committee is disposed toward your type of think- 
ing. Now, if you will bring forth this message from Delphi, the 
oracle, we would be glad to listen to it. 

Mr. Ketcuum. The only thing is I have never been able to disasso- 
ciate myself as an individual away from my organization, and every- 
thing I say, even though I preface it by saying it is only a personal 
opinion, later on comes up and hits me in the face. Some bird gets 
up on the floor of a State convention or the national convention, and 
says, “our legislative representative said this and that, which does not 
represent the thinking of our organization.” Consequently, there is 
no way for me to disassociate myself from it. 

Mr. Bates. I wouldn’t want to worry about that, if you had a chance 
to follow them. 

Mr. Kercuum. Consequently, we have presented here the thinking 
of our national staff and one brief session of our legislative committee 
that attempted to gosto this and pretty generally saw eye to eye with 
what we were thinking about. That is where we stand today. 

Mr. Bates. Well, you want the death gratuity, continue the present 
insurance, and, I presume, continue the VA compensation. 

Mr. Kercuum. Right, only on an adjudication basis. That is the 
big difference. I mean, we think the present system of a rigid—all 
you got to do is to determine they are eligible and then pay them so 
much, all of them $87.50 or whatever the amount happens to be now 
to a widow and so much for each child up to a certain point, regardless 
of the circumstances. 

Mr. Bates. That adjudication is going to mean a lot of jobs for 
people, but less for the widows. 

Mr. Kercuum. Well, I don’t hardly agree that that goes to mean— 
they are already doing a lot of adjudication. We don’t think this is 
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going to be too much of an insurmountable task. It goes on all the 
time. 

Mr. Harpy. Within what limits would you permit the adjudication ? 

Mr. Ketcuum. Well, you would have to have a floor and ceiling, of 
course. You would have to have a reasonable ceiling. 

Mr. Bares. When you get into adjudication, you run square into 
another argument we faced at the beginning. We would like to es- 
tablish some sort of a system where a fellow in the service and his wife 
know what he is going to get in the event that something happens to 
him. 

Mr. Kercuum. Are you talking now about the career man or the 
fellow that only goes in for a brief period of service? 

Mr. Bares. I don’t care. Whoever has to be adjudicated. 

Mr. Kercuum. Oh. 

Mr. Bares. Now, if a fellow realizes that perhaps his case has to be 
adjudicated, he can’t make any plans and his wife can’t make any 
plans. But the time it is adjudicated. 

Mr. Kercuum. He knows what his minimums are going to be. He 
ought to know that. The minimums are there. He might get more 
han what he thinks he is going to get under our system. He can’t get 

ess. 

Mr. Bares. I know. But they are going to need enough to get by, 
and the minimum would do it. 

Mr. Kercuum. Well, you understand we are recommending as one 
of the benefits that gratuitous indemnity of $10,000 be made. 

The only change we make in that is to give the VA an opportunity 
to spread that out a little more. So that is one of the minimums. 

We are also recommending this gratuitous payment they used to 
get for 6 months. We go along with the plan on that, except we say 
a minimum of $1,000 and a maximum of $3,000. Now, that is a cer- 
tainty. There is no question on that. 

The only thing that we leave them uncertain about is in between 
the minimum and the maximum on the adjudication of the death 
compensation. 

Mr. Bares. I understand. : 

Mr. Ketcuum. Otherwise, anyone going in the service will know 
exactly where they stand, with the exception of that adjudication. 

Mr. Bares. They will know what their minimum is. But it is 
difficult 

Mr. Kercuum. The minimum wouldn’t be any lower in our opinion 
than what it is today, which is the maximum for everybody and a 
minimum for everybody. 

Mr. Bares. Well, of course, we are trying to improve it so perhaps 
they can get more. 

Mr. Kercuvm. That is right. 

Mr. Bates. There was just one other point, Mr. Ketchum, that I 
wanted to make and that is in reference to your comment on social 
security. 

If there has been any persuasive argument at least to me why they 
should get under social security, it is because they are combined and 
wedded—they are a civilian, with their military employment. 

For instance, a fellow under social security in civilian life and it 
would continue, so you have a neat little package itself. 

Mr. Kercuum. Yes. 
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Mr. Bates. That is one reason from the point of view of civilians 
¥ would like to have social security. 

Mr. Kercuum. It was our original recommendation that he be 
frozen under social security, those who had social security when 
they come in would be frozen and protected, so when they step out 
they will be in exactly the position they were when they left. 

Mr. Bares. That was your original ? 

Mr. Kercuvum. That is right. 

Now, we understand, however, that experts from Social Security 
have raised the question about the tremendous cost involved impress- 
ing these men in under social security. I don’t know what the cost 
would be. 

Mr. Harpy. It looks a little high to you; doesn’t it? 

Mr. Kercuvum. I thought it was extremely high. Of course, I am 
not expert in projecting costs, or even an accountant. But 

Mr. Downer. Mr. Bates, I would like to make this comment on 
the one point you raised as to the uncertainty. Now you also have 
the uncertainty in disability compensation. 

Mr. Bares. Yes, but that is having to do with compensation. I 
am addressing myself to survivor benefits. 

Mr. Kercuum. In a sense, the principle is about the same. I mean, 
you are attempting—there are two categories that you are attempting 
to award. 

One is the serviceman himself, for damage suffered while in service, 
and they have to adjudicate. The other are the survivors over here, 
because of the life of the serviceman. It seems to me that there is 
an adjudication element over there just the same as there is over here. 
That is if you want to do any sort of equity in this situation. 

Mr. Bates. Yes, but this is a little bit different. If a fellow is only 
partially disabled, he still has an earning capacity and he can supple- 
ment whatever compensation is given him while he is alive. And 
if he is mortally disabled of course he gets more. But the money 
is coming in.. I am thinking about making preparations for the 
family and what the survivor can expect, which is a little different, 
I think. 

Mr. Kercuum. You do have a different situation in your survivors, 
Mr. Bates. You may have a family where there are quite a number 
of wage earners among the survivors and you may have a family 
involved here where there are no wage earners. 

You have an entirely different situation in your group of survivors, 
as you do in your group of disabled over here. 


Mr. Bares. Well, social security eliminates some of that when they 
are 18. 


Mr. Ketcuum. Yes. 

Mr. Bares. That is another factor. It does take that very point into 
consideration. 

Mr. Harpy. Anything further? 

Mr. Bares. No. 

Mr. Harpy. I would like to have an expression, so I can a little bit 
understand it, about your maximums and minimums. Now, you are 
talking about compensation only as I understand it. 

Mr. Kercuum. That is right. 

650185524 
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Mr. Harpy. You can have some rather wide extremes insofar as 
pecuniary loss is concerned. That is the basis you use. You can go 
from the $100,000 a year man to the fellow who enjoys life, and has just 
been a sponger. 

Mr. Kercuum. Yes. 

Mr. Harpy. Now, how do you distinguish? I mean, if you go to 
making this thing on the basis of an individual adjudication, you 
would have to have a maximum and a minimum, and what would be 
your thinking along that line? 

Mr. Kercuum. Well, to begin with, of course, you have a range of 
benefits. If you continue your gratuitous indemnity of the $10,000 and 
if you continue—— 

Mr. Harpy. Let us assume they are continued. 

Mr. Kercnum. That is right. 

Mr. Harpy. And we are just talking about compensation now. 

Mr. Kercuum. All right. That is one of the things that the com- 
mittee or the board that does the adjudicating takes into consideration, 
the amount of benefits that are going to accrue to these survivors by 
means of other benefits in addition to this compensation. From that 
point on, they then—— 

Mr. Harpy. All right. Let’s assume you have the indemnity. 

Mr. Kercuum. Allright. | 

Mr. Harpy. And you have the 6 months’ death gratuity ? 

Mr. Kercuum. Then you have to start with then what we call a 
floor and move from that point to a reasonable ceiling. 

Mr. Harpy. All right, what is the reasonable floor and what is the 
reasonable ceiling ? 

Mr. Kercuum. Well, just from a—just an offhand guess. 

I might say the committee might be able to come up with a much 
better estimate than we could. You have certainly at your disposal 
certain economists who can give you costs of living indexes and 
averages. 

Mr. Harpy. If you are going to base it on cost of living—— 

Mr. Kercuum. No, no. 

What I mean, based on average sizes of families and circumstances 
which the family was in. But I would say the minimum right at the 
present time, what is it, $87? 

Mr. Downer. $87 for a widow. 

Mr. Kercuum. $87 for a widow and so much for children. Now, we 
would assume that would be a reasonable floor—nothing below that. 

Mr. Harpy. Well, the $87 then would be your minimum, 

Mr. Kercuum. Would be the minimum. 

Mr. Harpy. And what would be your maximum ? 

Mr. Kercuum. Well, the maximum would probably go up to some- 
place between $300 and $400 per month. 

Mr. Harpy. Now, that is in addition to your—— 

Mr. Kercuum. That is right. 

Mr. Harpy. Your indemnity? 

Mr. Kercuum. That is right. 

Mr. Harpy. And also the 6 months’ death gratuity ? 

Mr. Ketcuum. That is right. 

Mr. Harpy. And that would also be in addition to social security ? 

Mr. Kercuum. That is right. 
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In other words, the adjudication board would have to take all those 
factors into consideration. 

Mr. Carnes. Then there would be offsets, then, if they did take 
them into consideration; would they not ? 

Mr. Kercuum. In a sense. 

Mr. Carnes. If you are getting social security and getting these 
other considerations. 

Mr. Ketrcuum. Certainly. 

Mr. Carnes. Suppose a person came and they were getting social 
security and getting the gratuitous indemnity and had received 6 
months’ death gratuity and they showed a very fine income, then 
the board awards them nothing but the minimum ? 

Mr. Downer. I think that would have to be reconciled with pecu- 
niary loss. Now, you are going to have to give some weight to pecu- 
niary loss also. But if there is no need at all, why certainly that would 
reduce the weight that you would give to the amount of pecuniary 
loss. 

Mr. Carnes. Would this adjudication system which you all advo- 
cate be simpler to administer than national service life insurance was 
during World War IT? 

Mr. Kercnum. Well, we think it wouldn’t be any more involved 
or complicated in the thing. 

Mr. Carnes. Wasn’t the Veterans’ Administration 6 or 8 months 
behind in trying to get certain VA claims on record during the 
very peak years in World War IT? 

Mr. Kercuum. I don’t know exactly what the record was. I know 
there was a lot of objections and complaints because they were running 
behind. Of course, the same things happens today on guaranteed 
loans, on applications for loans and loan guaranty. They have run 
behind on that, too. 

Mr. Carnes. Well, would your system have held up in World War 
IT, Mr. Ketchum? 

Mr. Kercnum. Of course, it would have thrown a greater strain. 
In wartime, yes, it will be a greater strain than it will be in peace- 
time or where you have what we call a police action. 

Mr. Carnes. Where are you going to find those capable persons 


to administer this program if there is a great demand for manpower 
to meet a war effort? 


Mr. Harpy. Then we can get a univac. 

Mr. Kercuum. Well, somebody suggested they were going to bring 
one in here this afternoon to come up with the answer to what you 
men are struggling with. 

Mr. Harpy. I wish you would get this. 

Mr. Krrcuem. I said if you were going to bring in a univac, I 
will ask George Gobel to explain it. 

Mr. Harpy. I am sure he can do it. 

Mr. Bates? 

Mr. Bares. Mr. Ketchum, I am sorry I was late today. 

I wanted to hear all your presentation. But I had a meeting down- 
town and I couldn’t get away. I am not clear in my mind just what 
you are going to adjudicate? Are you going to try to establish some- 
thing on the basis of earning capacity, present or future, or is it a 
question of need? Just what is that? 

Mr. Ketrcuum. Well, we tried to spell it out there. 
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Mr. Bares. Yes, sir; but I came in late. 

Mr. Kercuvcm. “Financial status, number of dependents, physical 
condition, habits of living, and possibility of employment.” 

That would take in need, of course. 

Mr. Harpy. Bill, you clear it up. I didn’t understand it either. 

Mr. Kercuum. In addition to the pecuniary loss. 

Mr. Bares. That is what I thought you meant, Mr. Ketchum. But 
then I got rather confused because—weren’t you the one last Decem- 
ber that said something about there is no rank in death and therefore 
the payments should not vary according to the rank of individuals? 

Mr. Kercuum. No. 

Mr. Harpy. No? 

Mr. Kercuum. What I was driving at there, Mr. Bates, was the 
proposal that the survivors be paid in accordance with the rank and 
pay of the deceased. And that is what I was protesting, that I 
thought a system like that would be manifestly unfair to those who I 
referred to as civilian personnel in the military. 

Mr. Bates. But you never did feel, then—I gathered from what 
you just said and from your earlier statement today—that everybody 
in the Armed Forces ought to get paid the same regardless of their-——— 

Mr. Kercuum. Oh, no; no. 

I hope no one misunderstood, that I am in favor of everybody being 
a general or everybody being a private. 

I don’t believe in that at all. 

Mr. Bates. You say that only as it relates to their earning capacity ? 

Mr. Kercuvum. That is right. 

Mr. Bares. Or future earning capacity on the outside? 

Mr. Kercuum. That is right. I mean as it relates to their survivors 
after they have passed on. 

Mr. Bates. How do you establish that earning capacity that young 
man has? 

Well, it is pretty difficult. I think Mr. Carnes brought that. out a 
while ago. 

How are you able to project into the future what the earning capac- 
ity of a young man is going to be? 

Mr. Bares. You can’t even base it on the past, because some men 
are wealthy today and lose their shirt tomorrow. 

Mr. Downer. Well, in many cases you have an established earning 
capacity, an established pecuniary loss. 

In a great many cases 

Mr. Kercuum. That is right. 

Mr. Downer. You don’t have so much in your limited mobilization, 
such as we have now, where they take only young men. 

In a condition such as World War II, there were many thousands 
of cases in which that is already an established fact. 

Now when you take a younger man whose future is before him and 
who has not proven his earning capacity, of course he has a much more 
difficult situation and you get into complete speculation. 

We don’t suggest that speculation should go too far. But certainly 
we all know that there will be cases of people inducted into the Armed 
Forces who lived and their parents perhaps lived and their grand- 
parents before them in a one-room shack with a dirt floor, who have 
only a fifth or sixth grade education. 
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Certainly we could assume from such obvious facts as that, it seems 
to me, that there is not much pecuniary loss. 

Mr. Bares. Well, then, let’s take a situation. 

Let’s take two fellows from the same town. 

One is the son of a wealth man and the other is a laborer’s son. 

Now are you going to adjudicate those cases—are you going to 

One is the son of a wealthy man and the other is a laborer’s son. 
greater ¢ 

Do you think that would stand up? 

Mr. Kercuum. Not to his son. No. 
give more to the wealthy man’s son because his earning potential is 
this lad is going to become the president of a company. 

He might be on the payroll, even now. 

Mr. Downer. We reconcile that with need. That pecuniary loss 
is reduced by the fact that you have a low need. That would be a case 
of a high pecuniary loss and low need. 

Mr. sem TM. “That has always been a factor in there. That is why 
we say that adjudication is necessary. 

Mr. Bares. I thought 

Mr. Kercuum. The circumstances are different in each case. The 
need is implied in there, and all of those things. 

We say financial status—we say and the needs of the survivors. 

Mr. Bares. I do not understand the way 

Mr. Kercuum. The pecuniary loss caused by the death, and the 
needs of the survivors. 

Mr. Bares. What kind of weight would you put on these things? 

Would you say it is 50-50, earning capacity versus need, or do 
think need ought to get more or earning capacity should get more, 
on adjudicating these claims? 

Mr. Downer. They would have to be reconciled. 

Mr. Kerconum. I think they could be reconciled, and I think need 
would play an important factor in it. 

Mr. Bares. Well, if we pay the bill, and saying they had to be 
adjudicated, and take these things into consider ation, weil, somebody 
would have to make a decision as to how they will be weighted. 

So they will come back to this committee. That is what I am 
trying to get established now. 

‘What is our intent if we should do such a thing? 

How are we going to weight this thing? 

Mr. Kercuum. Of course, I think we might come up with a recom- 
mendation or a suggestion on that, Mr. Bates. 

But it will take a little more time. I mean, sometimes you don’t 
attempt to go into complete detail and handle an example of an 
adjudication here in front of the committee. 

But I am sure all of those details can be eventually worked out, and 
which can be spelled out must further than we have attempted it in a 
general situation here today. 

If the committee really wants us to go into that that far 

Mr. Harpy. I might—in line with what Mr. Bates is saying. 

Mr. Bares. Yes. 

Mr. Harpy. I might make this observation. I think that your idea 
is an intriguing idea and has much to commend it. But I think you 
are running into administrative problems which probably are so 
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great that you would have an awfully hard time ever approaching a 
reasonable solution. 

For instance, on this question of weighting, are you going to say 
that need should be the controlling factor or that potential earning 
power should be the controlling factor, or are you going to say— 
we are going to have to reconcile those things—those two things. 

How do you reconcile them? 

Are you going to give equal valuation to need or potential earning 
capacity or are you going to leave it to the Administrator to make that 
determination ? 

And if you leave it to the administrator to make that determina- 
tion, it might have been 3 or 4 different standards, which has been the 
case while I have been in Congress. 

I think we have to anticipate some rather serious administrative 
difficulties unless we are able to write the thing into the statute. 

Mr. Kercuum. I think some percentages of how the weight of the 
various factors could be tossed in there to show—— 

Mr. Harpy. That leads me to this thinking. 

I have just mentioned the fact that if you had had a system of 
this kind which would have been administered by the Veterans’ Ad- 
ministration over the past several years, you might have had some 
rather wide variations in the outcome because of change in the amount 
of consideration given to the two major factors. 

Now I was just wondering this: You must have had some discus- 
sions about this general approach with officials of the Veterans’ Ad- 
ministration. 

I wonder if you could tell the committee how they have reacted to 
this proposal ? 

Mr. Kercuum. I have not discussed it. 

Mr. Downer. We have not had any detailed discussion, Mr. Hardy. 

Mr. Ketchum and I each have had discussion with people who are 
or have been in the Veterans’ Administration and had favorable and 
unfavorable reactions. 

I would not say that we have gone into it with them in such detail 
that I would put any finality on any of the opinions they expressed. 

Our general idea of course, as you understand, is that you may 
have a case where because of the desperate need of the survivors, 
because of the condition of their health and the number of survivors 
and their unemployability and the fact that they have no wealth at 
all, that they are clean in a desperate condition, by the death of the 
serviceman. 

Now what we would like to have is the situation flexible enough to 
do equity in those cases. 

It does not impress us as being an insurmountable administrative 
prebien Such things are adjudicated in the courts. Such things 

think are easily susceptible of adjudication. 

Mr. Harpy. Except this: that in the courts I do not believe, that I 
am aware, of any adjudications that have been based on a combina- 
tion of pecuniary consideration and need simultaneously. 

Now f think you have to realize that those are two rather different 
philosophies of settlement. 

Now the courts of course frequently make a determination of pe- 
cuniary loss. 
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Sometimes I wonder how farfetched we can get in our court deci- 
sions on matters of that kind. Because they are extremely difficult 
matters to adjudicate. 

But if—and I can see in this approach that you have suggested 
merit to the extent that if we were able to base it entirely on pecuniary 
loss, were able to make an actual determination of what pecuniary loss 
really did occur, and were able to finance it, why that might be a 
highly desirable approach to the thing. 

But those are three factors that I think would have to be accom- 
plished. Unless you bring the need question in—and when you bring 
the need question in then you defeat your pecuniary loss angle, don’t 

ou? 
It seems so to me. I don’t know, but they are two factors that in 
my judgment are not too consistent to each other. 

Mr. Downer. Then the pecuniary—— 

Mr. Harpy. Compatible loss may be, I should say. 

Mr. Ketrcuum. The factor, Mr. Chairman, on the proposal of basing 
compensation of 20 percent of the pay, with the floor and ceiling: 
That has taken into account pecuniary loss on an established pecuniary 
loss determined by the rate of military pay. 

7 Harpy. That is right. There are going to be a lot of injustices 
in that. 

Mr. Kercuum. Now earning capacity in civilian life could be as 
clearly established from Federal income-tax returns and perhaps the 
same percentage used for loss of civilian earning capacity as the loss 
of military earning capacity. 

Mr. Harpy. Well, you are absolutely right. There is a mighty 
poor relationship. I fully appreciate that. 

I am just having a hard time finding how this thing—how we can 
find a reasonable approach to this kind of a solution. 

I think there is merit in it, if we can find a satisfactory approach 
to it. 

Any further questions ? 

Mr. Kean ? 

Mr. Kean. No. 

Mr. Harpy. Anything further, Stephen ? 

Mr. Carnes. No, sir. 

Mr. Harpy. That is the thing that bothers me about it, gentlemen. 
I do appreciate your expression. It is a constructive approach. 

Whether or not we can find a way to work it is the thing that I am 
having a little difficulty with. And I am also having a little difficulty 
in establishing compatibility between adjudicating on two bases. 

One is need and the other is pecuniary loss, because they are not 
always compatible. 

Mr. Bates. Mr. Chairman? 

Mr. Harpy. Go ahead. 

Mr. Bares. Mr. Ketchum, you recommend the continuation of the 
$10,000 acer indemnity. 

Mr. cHum. Yes. I mentioned, however, that possibly the Vet- 
erans’ Administration ought to be given authority to extend those 
pee over a longer period of time than at the present. 

r. Bares. In view of the nature of those funds, where it is 
gratuitous, why should we continue a program of and by itself, in- 
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stead of lumping whatever might become due under these circum- 
stances into a regular benefit fund ? 

Mr. Kercuum. Would I be penalized if I did not answer that 
question. { Laughter.] 

Mr. Bares. That is all. 

Mr. Harpy. I do not think so, Mr. Ketchum. 

Mr. Kercuum. I would like to duck that question at the present 
time. 

Mr. Harpy. You go ahead and duck that. I will ask you another 
one about this. You spoke of this spread in this gratuitous indemnity 
over a long period of time. 

Now, there has been some other thinking that maybe we ought to 
restrict it and eliminate further payments if a widow remarries. 

Now you approach it from a different angle. 

Mr. Kercnuum. Will you explain that—— 

Mr. Carnes. Your approach assures the payment of $10,000, where 
the other approaches would assure a payment of only $6,000. 

Mr. Downer. Well, it is true there have been cases that are rather 
shocking to our conscience of young girls who marry a boy just before 
he got on the transport in the hope that he might be killed and she 
would get this gratuitous indemnity and then she marries somebody 
else and continues to receive it. 

We recognize that. However, our view of the insurance or the 
gratuitous indemnity is that in many instances by induction of a man 
into the service we deprive him of a right that he had before we in- 
ducted him, namely, the right to buy insurance. 

And consequently that should be restored to him and retain all 
of the insurance features of that benefit. 

However, if we are going to have a reasonable floor on the death 
compensation and continue the insurance payments or gratuitous in- 
demnity payments under a system where they had to be $92.90 a 
month, we might have—we would have undoubtedly cases where the 
monthly income to a surviving widow would be far in excess of what 
she had ever had in all of her lifetime. 

Consequeatly, if the Administrator in such cases had authority to 
stretch those payments out and reduce the amount of the monthly 
payment, it would be a sound feature to add to the program in our 
judgment. 

Mr. Bates. Has that authority been withdrawn now? 

Because I know several people that are getting $50 and something, 
instead of the $92. 

Mr. Harpy. That is only NSLL 

Mr. Bares. Yes. 

Mr. Harpy. But not under gratuitous indemnity. 

Gratuitous is fixed. 

Mr. Kercuum. That is a fixed program. 

Mr. Bates. They do not have authority under that? 

Mr. Kercuum. No. 

Mr. Harpy. It seems to me—the fact of the matter I thought at the 
time the gratuitous indemnity passed we were making it too restrictive, 
for a straight indemnity. 

But we are talking now of a new approach to this total compensa- 
tion pay system. It has been sug; am many times that the indemnity 


payments are to stop when the widow remarries. 
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We did have a different presentation on that morning. Maybe you 
all had in mind that it would help a widow to get married if the pay- 
ments continued. 

Mr. Bares. Yes, but it won’t help to make her keep being married. 
| Laughter. | 

Mr. Bates. If a remarried widow sees that money out there still 
available, it rifakes quite a difference when she talks to Joe whether she 
is going to stay or whether she is going to leave him. 

Mr. Harpy. Don’t you think we are getting on a little dangerous 
ground in this discussion ? 

Mr. Bares. I think if the argument is good in one case, it is good in 
the other. [Laughter. ] 

Mr. Harpy. Well, we certainly do thank you, Mr. Ketchum, you 
and Mr. Downer both. 

Mr. Kercuum. We appreciate that, Mr. Chairman. As I said in 
the beginning, I hope that our contribution does not add to the confu- 
sion or the troubles and anxieties of the committee. 

It may have, I don’t know. 

Mr. Harpy. I just want you to go back now and find us some an- 
swers to all these things and give us those answers. 

Mr. Kercuvum. I will tell you what we are going to try and do, Mr. 
Chairman. 

We are going to try and develop some weight factors in this adjudi- 
cation thing. We will have to tell you, however, it won’t represent the 
brains of the actuarial department of the New York Life Insurance or 
any of those companies. It will just merely represent some lay think- 
ing of the legislative service of the Veterans of Foreign Wars. 

Mr. Harpy. I am not too concerned with whether or not it meets 
the standards set out by the actuaries, so long as it works. So if you 
give us something that works, that is what we are looking for. 

Thank you very much. 

Mr. Kercuum. Yes, sir, thank you. 

Mr. Downer. Thank you. 

Mr. Harpy. Now we will hear from the AMVETS. 

Mr. Winterbottom. 

Mr. Wrintersorrom. Mr. Chairman, I am Raymond Winterbottom, 
the assistant national service director, and I am accompanied by Mr. 
Agostinelli, the national service officer. 

Mr. Harpy. Gentlemen, we are glad to have you. 

I notice you have a prepared statement ¢ 

Mr. Wrinrersotrom. That is right. 

Mr. Harpy. Do you want to read that statement, or do you prefer 
to do like some of the others have and that is to start out fresh and 
file your statement and start out without being restrained what you 
have in the printed statement? 

Mr. Wrintersottom. I think it would be well to read the statement. 
It might answer some of the questions before they are asked. 

Mr. Bares. I joined the American Legion and the Veterans of For- 
eign Wars. The AMVETS have been after me. Today I sent them 
$5. I want to find out what kind of an organization I am joining, sir. 

Mr. Wiytersorrom. I am glad we finally got you. 

‘ Mr. Harpy. He is expecting to get results from that $5 awfully 
ast. 


Mr. Wintersotrom. I hope we can give you some of it, anyway. 
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STATEMENT OF RAYMOND C. WINTERBOTTOM, ASSISTANT 
NATIONAL SERVICE DIRECTOR, AMVETS 


Mr. Wintersorrom. Mr. Chairman and members of the committee 
we appreciate this opportunity to express the viewsof AMVETS on 
the extremely complex subject now under consideration. 

AMVET observers have been present at all sessions of the public 
hearings held by this committees We are keenly aware of the tre- 
mendous responsibilities imposed upon you in arriving at a just and 
equitable system of survivor benefits. 

Irrespective of the final action of this committee, whether to 
AMVETS liking or not, we wish to commend you, Mr. Chairman, the 
members of your committee, and the staff director for the thorough- 
ness of your study and above all, for the truly objective manner in 
which you are exploring all facets of the survivor benefits structure. 

To the best of our knowledge, four plans, identified as plans A, B, 
C-1 and C-2 have been presented for your consideration. On March 
17, Mr. Chairman, we were invited to submit our comments on plans 
A and B. I regret, that our study was not completed soon enough to 
give you a timely answer. 

In the meantime, however, the views of AMVETS have crystallized 
to the point where we can at this time offer our thoughts on the overall 
subject. 

All of the plans under consideration contemplate the elimination 
of FECA payments for survivors of certain Armed Forces personnel. 

The termination of this benefit for reservists, in our judgment, will 
serve to eliminate much of the criticism of the existing survivor bene- 
fit program. It will certainly make it less difficult for potential bene- 
ficiaries to understand the system. 

At the present time, two similarly situated widows—except for the 
fact that one is the widow of a regular while the other is the widow 
of a reservist—will vary greatly in the monthly payments received 
from the Government. 

This feature is one of the most difficult in the entire program for a 
beneficiary to understand. In the interests of uniformity and equity, 
AMVETS concurs in the recommendation that FECA benefits for 
reservists be eliminated. 

In prior testimony before this committee’s predecessor, AMVETS 
indicated that the range of payments of the death gratuity under pres- 
ent law did not bear a proper relationship to the immediate needs of 
survivors—the present minimum of $468 being inadequate and the 
maximum of $6,867 being more than enough to take care of the im- 
mediate readjustment of dependents. 

The proposed plan to increase the minimum to $800 while reducing 
the maximum payable to $3,000 is sound and recognizes the depend- 
ent’s station in life as a factor in the readjustment. 

We have studied the proposals for the participation of Armed 
Forces personnel in the social-security structure by permitting them 
to contribute in the same manner as civilians. The adoption of this 
proposal would assure members of the Armed Forces a full pro- 
tection under this system—protection for which they have paid in 
the same manner as an sieges in private industry. 
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At the same time, it would relieve the OASI trust fund of the 
Lurden of underwriting the $160 wage credit granted under existing 
statute. 

Assume, for the sake of discussion, that legislation is enacted to 
provide full social-security coverage to Armed Forces personnel on a 
contributory basis and that the $160 wage credit is eliminated. The 
resulting survivor benefit for dependents should, in our judgment, not 
be considered in arriving at an equitable, uniform system of benefits 
for survivors of social insurance program. 

It is entirely self-supporting and is financed by the contributions of 
workers and their employers. 

The Federal Government’s contribution will be as an employer 
and not asa government. It is difficult to see why the survivor benefits 
under this program should be tied in any manner to the survivor bene- 
fits of veterans. 

In many instances, private employers have established retirement 
or pension systems that include death benefits which supplement the 
protection afforded under OASI. 

In other instances, individuals have purchased annuities to take 
care of their survivors. There is no attempt made in these instances 
to relate the OASI benefits to survivor benefits offered by private 
industry plans. 

We submit that there is no relation between social security and 
veterans’ survivor benefits. The one—social security—offers protec- 
tion that has been purchased by the serviceman and his employer, the 
Federal Government, in the same manner that my social security is 
purchased by myself and my employer, AMVETS. 

The other—survivor benefits to dependents of servicemen and vet- 
erans—constitutes a form of insurance wherein the Federal Govern- 
ment in effect states to a dependent, “We are going to expose your 
husband or father or son to certain hazards not normally encountered 
during a man’s lifetime.” 

Should this exposure to unusual hazards result in his death, we will 
compensate you for having lost the potential earning power of the 
breadwinner of the family. 

The only reason for considering social-security benefits as having 
any relation to service-connected death benefits at present is because 
of the $160 free wage credit provided for military service. 

AMVETS, therefore, recommends that the free wage credit be 
terminated and that social-security coverage on a full contributory 
basis be provided for the Armed Forces. 

We further recommend that the dependents benefits derived from 
full OASI coverage be divorced entirely from survivors benefits. 

AMVETS have given considerable thought to the subject of indem- 
nity for members of the Armed Forces. We believe that this pro- 
gram which embodies the insurance concept should be included in the 
structure of survivor benefits. 

This type of program affords the serviceman the right to designate 
the beneficiary of his choice, thus granting him, to a limited degree, 
the opportunity to regulate the disposition of his estate. 

At the same time, it makes unlikely the possibility of any clamor for 
insurance during time of war. 

The indemnity provision of plan A, in our judgment, is preferable 
to complete elimination of the indemnity. The restrictions placed 
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upon the designation of beneficiaries should assure payment of this 
benefit to deserving cases only. 

Any change in the structure of the present death compensation ulti- 
mately adopted should be based upon the rates presently in effect. 
The present structure is sound, in our judgment, and represents an 
equitable distribution of payments. 

We believe the philosophy of a flat rate of death compensation is 
superior to any system that recognizes either rank or length of service 
as a factor. 

Tn recapping our testimony, AMVETS recommend that: 

1. FECA payments to reservists be eliminated. 

2. The death gratuity be arranged from $800 to $3,000. 

3. Full-scale participation in the OAST program on a contributory 
basis. 

4. Modified indemnity program from $50 per month to a restricted 
class of beneficiaries. 

5. Retention of the present VA death-compensation program. 

Not necessarily the present structure. 

Adoption of such a program would, in the opinion of AMVETS, 
be comparatively simple to administer, relatively each to explain to 
oer beneficiaries, and, most important, it would be equitable 
for all. 

Again, Mr. Chairman, I wish to thank the committee for having 
been afforded the opportunity to present our views. We also want to 
thank you for the manner in which you have kept us advised of devel- 
opments in the deliberations of this committee. 

Thank you. 

Mr. Harpy. The committee is grateful for your presence and for 
your contribution. 

Just one question has come to my mind in connection with your 
discussion of the OASI program. Having in mind the fact that a 
great many people, especially in time of war, have gone into the service 
from covered employment, social security covered employment, and a 
great many will come out and go into other covered employment, 
would you think that the greater equity would be served by a full 
contributory program based on the military pay or some sort of a 
freeze based on their social-security coverage in civilian employment 
before they entered the military ? 

Mr. Wrntersorrom. I believe when we considered this, we con- 
templated the costs that were given to you by Health, Education, and 
Welfare. 

If they were high, that would certainly change our thinking. I 
would like to see the program where you would freeze—of course, it 
increases the cost of the program. At the same time, if you are 
going to include it as survivor benefits, once again it goes away from 
our thinking on the subject. 

Mr. Harpy. I was thinking for the moment to divorce my think- 
ing from any consideration of cost and try to think in terms of the 
proper thing to do, the equitable thing to do. 

Now, when—even under present circumstances, you are having 
people that are being drafted and are going into military service at 
an enlisted man’s pay. 

Mr. Wrvrersottrom. Yes. 
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Mr. Harpy. Which is a lot less than they were receiving on the 
outside under social security covered employment. Under plan A they 
would come in on a basis of social security coverage at an earning 
of $200. 

Mr. Wrintersortom. Yes, sir. 

Mr. Harpy. Now, that individual might have had an earning of 
$350 on the outside, and had contributed to social security on the basis 
of the $300. 

To follow your philosophy in here of preserving social security 
earnings as something that he had contributed to, is it desirable to put 
him on a contributory social-security program based on his pay in 
the military or to freeze it based on what he was earning a he 
had entered the service ? 

Mr. Winrersorrom. Certainly equity would be served by placing 
him on the basis of what he had earned prior to going into the service. 
If you could freeze it at that, based on cost. There again, I am 
entering this cost field. 

Mr. Harpy. Considering also this other factor that this is some- 
thing that he has bought and paid for, as I think you have mentioned, 
with a considerable amount of validity, in the military it is seldom 
that we think of a compensation to the military as being full com- 
pensation for service. Because, you just can’t do that. 

Mr. Wrvtersottom. That is true. 

Mr. Harpy. But certain emoluments in the military service go with 
the base pay, which we try to make as realistic as we can. I am not 
talking about the Congress. I am talking about the Nation. 

Mr. Wintersorrom. Yes. 

Mr. Harpy. But what I am wondering about is whether making 
a contributory social security in the military a mandatory contribu- 
tory program has any real standing since it is conceded that in most 
cases the member of the military services is underpaid anyway, cer- 
tainly, by comparison with what he could earn on the outside. 

That is true with respect to the rank and file of enlisted personnel, 
pS and I think it is true with respect to the officers, too, gen- 
erally. 

But what is the—I don’t quite follow the merit to this contention 
that a contributory social-security program in the military is or makes 
that something that the fellow has bought or that he ought to have in 
addition, when actually, he is being underpaid anyway, which I think 
most of us would concede, and it may be if we say he is going to have 
to contribute to social security we ought to raise his pay so he would 
have more to pay it. 

Mr. Wrytersorrom. Yes, if this thing did go through, Congress 
should recognize he was underpaid. So,.in the end you are paying 
for it as a freeze or you might say as an increase in his monthly pay 
to pay for his social security, whatever it may be—an increase in pay 
to take care of it. 

Mr. Harpy. Insofar as the civilian soldiers are concerned, I think 
all of us realize that he is underpaid. 

Mr. Wrintersorrom. Right. 

Mr. Harpy. That is in the nature of things. You can’t provide per- 
fect equity with respect to civilian employment. Otherwise, you 
wouldn’t get anybody in the service. That is why we have a draft. 

Mr. Winrersorrom. Yes. 
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Mr. Harpy. We still have. 

Mr. Agostrne.ut. Mr. Chairman, I think that some of the thinkin 
of the staff on that score was that there would be an equalizing o 
equities there. In some instances, it wouldn’t be as equitable, but in 
many others, it would be more equitable, in that a fellow going in 
with a $350 average monthly pay under social security, the maximum ; 
if he had that frozen, his beneficiaries would probably get more under 
social security than the fellow going in as an 1 with $200 as a gross 


ay. 

of course, there are a lot of fellows going in where they have no 
social-security coverage before they enter the military service, and 
therefore, equity to those fellows seems to outweigh the lack of equity 
in the category of people who happen to have a higher than $200 
coverage, average wage, before they go in. 

Mr. Harpy. Now, is that equity ? 

To start with, how do you presume that they would have come under 
social-security coverage about the time they went in the military? 
Why should we say that—here is a fellow who has never been em- 
ployed under covered employment. We take him into the militar 
service, and under a parental approach we are going to give him social- 
security coverage. Maybe he wouldn’t have had it at all. 

Mr. Acostineuit. Well, as I understand it, 9 out of 10 people in 
productive employment today are covered under the expanded social- 
security program. 

Mr. Harpy. Yes, but how many of the fellows that are entering on 
military service, under the draft or under enlistment when the draft 
is about to catch up with them—how many of them do have social 
security coverage at the time they go in? 

Mr. Acostrnetut. Well, most of the fellows that go in, especially 
those under 21, don’t have any. 

Mr. Harpy. That is just exactly my point. 

So how do we justify saying that we should cover them with social 
security the minute they come on military duty ? 

Mr. Acost1newit. Well, if the person that was brought into the serv- 
ice by popes were allowed to stay in civilian hfe, according to 
the ratio of 9 people out of 10 being covered under social security, in 
all likelihood he would have had that opportunity that was denied him 
because of being forced to serve. 

Mr. Harpy. Let’s explore that just a second. 

Here is a boy that just finished high school. He enters in military 
service. And we willsay hestays there for 2 years. 

He doesn’t actually get any social-security coverage under the pres- 
SCNT until after he has 6 quarters of coverage—6 quarters; is that 
right ? : 

Mr. Carnes. That is right. 

Mr. Harpy. So he doesn’t have any actual social-security coverage 
until his last 6 months inservice. That isthe present law. 

Mr. Acostrnetut. That is right. 

Mr. Harpy. That ought to be changed. All of us realize that. If 
there is social security continued, we ought to give him coverage as of 
the time he goes in. But suppose he stays in for just those 2 years, 
and he comes out? 

= : great many cases, if he has GI school rights, he is going back to 
school. 
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Mr. Acostinetut. Most likely. 

Mr. Harpy. And if he goes back to school, he will have dissipated 
every bit of social-security credit before he gets very far in his educa- 
tion. 

So he gets out of school, and he is in the same shape that he was be- 
fore he entered. 

So all of the social security is washed out. 

Mr. Acostinexut. Well, that is true, sir. 

But I don’t know whether any of us would want to take the position 
of trying to project what a particular individual would do when he 
comes out of military service. Because, there are many individuals, 
probably just as many—in fact, there are more that don’t go into Gl 
training. 

And furthermore, some of the proposals that have been presented 
contemplate immediate coverage when the man goes into the service, 
giving’him an insured status for survivor benefits, and also giving him 
coverage up to 2 or 3 years after discharge. 

Now, we didn’t bring any of that out in the testimony, but we 
wouldn’t be against that. 

Mr. Harpy. Well, I think—— 

Mr. Acostine.ut. To justify any of these other—— 

Mr. Harpy. Certainly, my own view on that would be that if we 
continue with social security, that there should be coverage as soon as 
he goes on service. I think all of the equities indicate that that should 
be done. 

Mr. Acostrnetut. That is right. 

Mr. Harpy. I haven’t observed that there was contemplated any 
extended coverage of social security after he came out beyond the 
present extension. Ifa fellow has 3 years’ service, why it continues for 
3 years—I mean, 3 years of coverage; it continues for 3 more years 
after he gets out before it is all washed up. But actually, I can’t see 
how on the other short-term serviceman social security in the military 
would give him any real advantage when he got out. It would be 
helpful to his survivors in the event of death while he is in the service. 
But I don’t see how it would give him very much advantage when he 
got out. 

Mr. Wrntersorrom. Of course, we are considering both. Career— 
if anybody can prescribe or tell me exactly what a career is as opposed 
to somebody who goes in just for a few years—— 

Mr. Harpy. That is where the problem comes in. We have a com- 
bination here. 

Mr. Wrntersorrom. That is right. 

Mr. Harpy. Of the career serviceman. 

Mr. Winrersorrom. That is right. 

Mr. Harpy. Which in terms of numbers is a relatively small per- 
cent of the total that goes through. But we have the career service- 
man and we have the short-term civilian service that complicates the 
matter. 

Mr. Agostinetut. Sir, another consideration in advocating the con- 
tributory social-security program was based on the points that were 
very well brought out in the hearings, especially by the Department 
of Defense, where there are many inequities to various types of mili- 
tary personnel where they are not covered when they come out. 
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They are not covered when they goin. It seems that putting them 
under contributory social security would be bringing about more 
equity for more people than lack of equity for the few other people 
that are involved on the other end of the line. 

Mr. Harpy. I think that the military—the Defense witnesses cer- 
tainly did indicate that there are a lot of inequities in those conditions. 
But frankly, I am disappointed that they are willing to settle for the 
extent of equities created by the social-security coverage. Frankly, I 
don’t think that is particularly equitable, and I hope we will find 
something better than that. 

Mr. Bates? 

Mr. Bares. I would like to ask him about this gratuitous indemnity 
and why you want to include that, considering the purpose of it and 
manner in which it is given. 

Mr. Winvrerzorrom. You know, we originally fought for an in- 
dlemnity. 

Mr. Bares. What is that? 

Mr. Wintersorrom. When the indemnity bill was originally pro- 
posed, we were one of the proponents of it. We were greatly in favor 
of indemnity. 

Mr. Bares. Yes. 

Mr. Wintersorrom. We still feel it does provide the man with a 
certain disposition, so to speak. He has an opportunity to say, “With 
this much money, I will say where it will go.” There is still that in- 
surance feature there. 

Mr. Bares. All right. No matter what program you set up, you 
can always have a clause that will take care of a certain amount of 
money where you can do the same thing, without calling it a special 
fund. If you have one program, you can say $50 or $95. 

Mr. Wintersottom. Yes. 

Mr. Bares. That would meet your objection on that score. 

Now, what else do you have? 

Mr. Wrntersorrom. Well, there is a statement here that makes it 
unlikely there would be any possibility of any clamor for insurance 
during a time of war, such as wason NSLI. Naturally, we did away 
with NSLI and took indemnity. We could come out right now—of 
course, we realize—we are going along with the indemnity right now. 
We would like to see it returned to NSLI, much prefer to see it, for 
all purposes. 

Mr. Bares. Let’s not complicate it. Let’s stay on this particular 
one here. 

Mr. Wintersorrom. We are taking the lesser of the two evils. We 
will take the indemnity, although we would much rather have a 
return to NSLI. 

Mr. Bares. Now, in view of your original statement of election on 
the part of an individual for beneficiaries on a lump sum out of any 
program, why would you want to continue this? 

r. Winrersorrom. That is about all I can think of. We had so 
many discussions on these things from every possible angle that I 
can't—— P 

Mr. Bares. That would meet your objections on that particular 
point, wouldn’t it? 

Mr. Wintersorrom. Toa degree, yes, sir, I believe. 

Mr. Bares. Well, all the way, wouldn’t it? 
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Mr. Winrersorrom. You are pinning me down, Mr. Bates, and I 
am not sure—— 

Mr. Bares. You can’t think of any reason why not, can you? 

Mr. Wintersorrom. This is still an insurance feature. Indemnity 
has an insurance feature. 

Mr. Harpy. Actually, you don’t care whether you call it an indem- 
nity feature or whether you call it something else, so long as you have 
so much money, and you use it in a particular way ? 

Mr. Wrxrersorrom. If you say it can be given to the designated 
beneficiary of your choice, it would cover the same field. 

Mr. Bares. Or you can put a clause in there saying such and such 
an amount may be given to the beneficiary. 

Mr. Wrntersorrom. Yes, sir. 

Mr. Bares. Now, the other point. concerning the clamor for insur- 
ance during the wartime, that doesn’t particularly bother you? 

Mr. Wintersorrom. No, sir. 

Mr. Bares. It doesn’t bother me. We will be around to take care of 
that situation, 

Mr. Wiytersortom. Yes. 

Mr. Carnes. Mr. Winterbottom, you said that your organization 
was one of the organizations that fought for the indemnity. 

Mr. Wrntersortom. Yes, sir. 

Mr. Carnes. And then you came and went right around it and said, 
“We would like to return to the old NSLI.” Isn’t that a little in- 
consistent ? 

Mr. Wintersorrom. We knew we were going to lose the NSLI and 
were going intoan indemnity. But we felt it gave greater coverage. 

Mr. Carnes. Instead of trying to hold NSLI, you felt you were in 
a losing battle and supported the NSLI. 

Mr. Winrersorrom. That is it. Indemnity covered more people 
than NSLI. We realized there was a great cry for NSLI, which 
couldn’t be gotten. You couldn’t force a man to take it 

Mr. Carnes. You mean there was a more universal coverage under 
indemnity than NSLI. 

Mr. Wryrersorrom. That is right. But unfortunately widows 
got nothing. 

Mr. Acosttnetur. Mr. Carnes, may I just amplify his statement for 
just a minute? 

Mr. Carnes. Surely. 

Mr. Acostrnetut. I think the staff thinking was that if they re- 
verted back to the old NSLI on a nonparticipating basis, that although 
we don’t have the figures available, just from talking to various in- 
dividuals and some of the people in VA, that maybe a nonpartici- 
pating NSLI policy obviously would be cheaper, much cheaper than 
the old NSLI where they were paying the dividends, and probably 
would be cheaper than current indemnity where they are paying the 
$10,000 plus the administrative costs. 

In certain hearings that the Congress held in the past, where they 
made a report on the investigation of the Insurance Division, there 
were 3 or 4 individuals that testified to the proposition that giving 
the dividends was one of the prohibitive features of the participating 
NSLI, and that if that feature were taken out, it eal reduce the 
cost considerably. 

Mr. Bares. Yes. It is ridiculous. 
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Mr. AcostInE.uti. I read an article—— 

Mr. Bares. For negotiation. I told you about that before. About 
a 6 months I send them a check and they send me another one 
back. 

Mr. Acostrnett. I just read an article in a veterans magazine, and 
I don’t recall which one, where this year, even with the limited number 
of NSLI policyholders in contrast to the number that was ccureally 
issued, there is going to be a disbursement of $200 million of NSL 
and a number of millions of dollars in the processing of that dividend. 

Mr. Bares. Of course. 

Mr. Acostrnetii. If a nonparticipating NSLI program were in- 
stituted, where the insurance principal was kept intact, and if it 
were cheaper in fact than either the old NSLI or the present, in- 
demnity, and the fellow could get a permanent plan instead of just 
the plain term, it would be better for him, it would be better for the 
Government, and it would be better for everybody. And some people 
have voiced the opinion that 5-year level term—— 

Mr. Harpy. Well—— 

Mr. Acostinetut. Is not the kind of insurance that a man would 
want, because at the time that he needs it the most, it becomes rather 
prohibitive. 

Mr. Harpy. I think most of us realize that that is a rather rough 
situation. I sort of gather that your organization thinks that maybe 
this term insurance is not working to the advantage of the service 
personnel after all. 

Mr. AGosTINELL. Yes, sir. 

Mr. Harpy. Well, let’s goon. Any further questions, Mr. Bates? 

Mr. Bates. Not at this time. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No. 

Mr. Harpy. Mr. Carnes, you got some questions ? 

Mr. Carnes. Mr. Winterbottom, I won’t go into the details of it, 
but on page 2, paragraph 3, on OASI benefits, you conclude by 
saying: 


There is no attempt made in these instances to relate OASI benefits to survivor 
benefits offered by private industry plans. 

I think that you will find a great many instances of where some of 
the huge industries in the country today, with the advent of social 
security, provided an offset in their retirement plans, and retirement 
plans that have been established in private industry since 1937—the 
contribution to those plans is perhaps less than it would otherwise 
have been had social security not been into the picture. So I think 
it is a little incorrect to say that private industry does not give weight 
to OASI and just considers them totally divorced. Because I think 
there is a very close relationship between the two. 

Wouldn’t you say so, Mr. Carlson? That is your field. 

Mr. Cartson. Yes. 

Mr. Wintersortom. We didn’t have the benefit of too many studies 
in this matter, and I agree there might be some of this that isn’t 
entirely correct. 

Mr. Carnes. Yes. I just wanted to mention that. 

Mr. Wrintersortom. I think in the first paragraph, too, under OASI 
benefits, it says we would relieve the OASI trust fund of the burden of 
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underwriting the $160. As I understand it, the Department of De- 
fense does owe them that money, does it not? I remember Health, 
Education, and Welfare did say they were owed so much money for it. 

Mr. Carnes. That is right. Well, the only other question I had: 
Right at the very conclusion of death compensation, on page 3. 

Mr. Wrxtersorrom. Yes. 

Mr. Carnes. You say, “We believe the philosophy of death com- 

nsation is superior to any system that recognizes either rank or 
ength of service as a factor.” 

Are you all unequivocal in that position ? 

Mr. Winvtersottom. Very definitely, sir. We think the present sys- 
tem, as it is set up, is sound. We have looked at it from both the 
standpoint of rank and of length of service. If you take length of 
service, you lose equity in this position. During wartime you will 
get a man who becomes a master sergeant or a colonel within a rela- 
tively short period of time. A Regular serviceman, it might take him 
30 years to become a colonel. Well, this man has 5 years in on rank 
and the other one has 30 years, and they bost receive the same amount 
of money. Length of service doesn’t do the veterans whom we repre- 
sent any good. These men are 2- and 3-year men. We go into the 
service and come out. We are civilians. So the length of service 
means nothing to us. 

Presently the structure is fine. I don’t say that the rate of pay is 
fine. I think that it is far lower than it should be, and that they 
could raise them all the way along the line. 

Mr. Carnes. You don’t see any difference in the needs of widows, 
regardless of the station in life? You think all widows should be 
paid the same rate whether they are widows only, with no minor 
children ? 

Mr. Wintexsorrom. I think immediately we take care of this sta- 
tion in life by the death-gratuity payment. I think there is a certain 
amount there. Immediately you level off. 

Mr. Carnes. That is the single payment. That is the 4 months’ 
gross pay. 

Mr. Wintersorrom. Well, let’s take two examples today. Suppos- 
ing I myself should die in service or out of service. My wife receives 
my insurance that I have, my commercial insurance. Now, she has 
to realize that she has to take care of certain medical bills. My other 
xayments are being taken care of—I figured out what she needs. 

hen she has to live within a certain range. 

_I don’t think it is meant that the Federal Government should pro- 
vide absolute needs for everybody. I think there has to be a raise 
i the present standard of payments to give them a little more to 
ive on. 

Mr. Carnes. All right. My final question 

Mr. Bates. Before you push that one too far, you have already cut. 
those particular people, up to $3,000, the ones you were just refer- 
ring to. 

Mr. WINTEeRBorroM. You mean—— 

Mr. Bares. That is right. 

Mr. Win'rersorrom. You mean you would cut them ? 

Mr. Bares. You have cut them down; that is right. You say, “We 
are taking care of them.” But you cut them in half. 

Mr. Carnes. The higher ranking officers. 
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Mr. Wrintersottom. Well, we felt the maximum was already far 
above what it should be justifiably, I guess. I don’t know. The 
payment of $3,000 should take care of the immediate need. 

Mr. Harpy. Take—— 

Mr. Bates. Iknow. Say—— 

Mr. Winrersortom. She has her moving costs paid back. 

Mr. Bares. Let’s not hit them both ways now. Let’s take them 
one at a time. 

Mr. Wintersorrom. No; I agree with you there. 

Mr. Harpy. You are thinking now in terms of the civilian service- 
man. 

Mr. Kean. Yes. 

Mr. Harpy. But again you have to bear in mind that this thing 
-pey to both the career people and the short-term people. 

Mr. Wrintersortom. That is the difficulty. 

Mr. Harpy. Here is an E-3 who isa career man. Then you got the 
general who isa career man. But over the period of time that they 
have been in the service there is a lot of difference between the require- 
ments of the family of the E-3 and the requirements of the family 
of the general, the major general, or the lieutenant general. 

Mr. Wintersotrom. That is true, very true. 

Mr. Harpy. Or the major general. 

Now, under your philosophy—you might have a lot of difference 
in the length of service involved in this, too. Under your philosophy 


you would cut them off with exactly the same amount of compen- 
sation. 

Mr. Wintersorrom. With the exception 

Mr. Harpy. I don’t believe that is what you had in mind, 


Mr. Wintersorrom. Yes, sir. 

Mr. Kean. Well, Mr. Chairman. The witness here has stated 
definitely that he was talking only with reference to the people he 
represents. Now, you evidently weren’t thinking about the good of 
the country as a whole or the good of the military service. Because 
we have to do something for the benefit of these professional people. 

Mr. Wrntersorrom. Perhaps I should retract these statements, 
sir. 

Mr. Kean. And the professional Army. And the statement you 
made, that you were just thinking about those who are civilians, 
from the AMVETS, I don’t think is the proper way for you to look 
at it, representing a good organization like you do, and just thinking 
of the selfish interests of your own group and not of the group of 
the country as a whole. 

Mr. Wintersotrom. I should change that, sir. I didn’t mean the 
inference that I left, that we were representing only the civilian 
soldiers. 

Mr. Harpy. You don’t recognize the difference ? 

Mr. Wintersotrom. I do, very definitely. 

Mr. Harpy. Between the type of class that I mentioned. Here is 
an E-3 and a major general, both of whom are career people. On 
the other hand, you have the type of situation that you spoke of 
awhile ago, where under wartime service the fellow comes on active 
duty and in a year or two he is a colonel, and another comes on and 
he started out as an enlisted man and he still hasn’t gotten above 
about an E-3. Now, there might be a considerable similarity in the 





GP Ww ew he we 








SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 381 


requirements of the families of those two individuals under wartime 
conditions, but there would be a wide disparity in the requirements 
in the station of life between the major general and the E-3, both of 
whom are career personnel. 

I think you would recognize that distinction. 

Mr. Winverpsorrom. Yes; I believe there would be, at that, sir. 

Mr. Bares. Take even your short-time colonel, A man with that 
rapid advancement must ie had a considerable income on the out- 
ae They don’t just pass them out that fast. At least I didn’t 
see them that fast. And it would seem to me that that is contrary 
to the argument which was made by the Veterans of Foreign Wars, 
where they thought we should relate outside income to the benefits 
which people received, 

Mr. Wintersorrom. Well, as I say, we have looked at it from the 
three different angles. First, whether we base it on rank. We see 
no equity there. 

Mr. Bares. You see what? 

Mr. Wintersottom. Base it on rank. 

Mr. Bares. You see no equity ? 

Mr. Wrntersorrom. We see no equity in rank. 

Now, this is a discussion, sir, of our staff. We beat these things 
one at a time. 

On length of service, we couldn’t see there was too much equity, 
because it would certainly sell down the river any rank idea. A man 
could have 30 years stat still be a sergeant and you would have a 
general, major general, with 30 years. Well, his wife would certainly, 
in that instance, need a lot more if you went according to rank. 

Mr. Bates. And you would want to give something for incentive, 
too, wouldn’t you? A man could be a petty officer for 20 years, too, 
couldn’t he? 

Mr. Wintersorrom. Yes. 

Mr. Bares. That is, a third class. He could even be a seaman for 
20 years. 

Mr. Wintersorrom. He could be. That is a consideration. 

Mr. Bares. Back in the old days a lot of them used to be. 

Mr. Wintersorrom. It used to take 6 years to be a corporal. 

Mr. Bares. They got less extra emoluments on the side, and they 
knew they would lose that if they got advancement. You wouldn't 
want a chief to get the amount of benefits as that individual. 

Mr. Wrintersorrom. According to our statement, sir, we would. 

Mr. Harpy. What Mr. Winterbottom is saying, to me, is there are 
so many angles to this thing that you are getting on dangerous ground 
to take an adamant position. [Laughter. | 

Mr. AcostrneLur. The noncareer people—I mean, that has been 
thrashed out here. It seems for those people the station-in-life cri- 
terion is a little bit hard to swallow for the simple reason that what 
would have been the station in life of our little private had he been 
allowed to live? He just served 3 years and he was just 19 or 20. 
When he came out, if he hadn’t gone in the service, in all likelihood he 
wouldn’t have died as soon. 

Mr. Harpy. He might have made a million dollars. 

Mr. Acosttnetut. He might have made $50,000 a year. What is 
the station in life of his family ? 

Mr. Harpy. You can’t tell, can you? 
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Mr. AcostInetut. $200? 

Mr. Harpy. That is just another one of these imponderable ques- 
tions that we run into when we try to figure out answers. 

Mr. Wintersorrom. That is why we like—— 

Mr. Harpy. I wish you all would find them. 

Mr. Wrnrersortrom. That is why we like the present structure. I 
realize it is low. I agree with you, Mr. Chairman, when you say $87 
is insufficient. I don’t know where they get this disparity on the 
comparison of $87 to $121 for a widow with a child. It takes more 
than $87 to live. Let’s raise them all, as far as we are concerned. 
They certainly deserve it. 

Mr. Harpy. Every time you turn around you run into something 
or other that makes us stop and think about and wonder whether 
you are right. 

Mr. Wintersorrom. When we deliberated on this thing, each time 
we wanted to look at it from the point of view of Congress, as to 
what they would buy. 

Mr. Harpy. I want to express for the committee its appreciation for 
the thought that you have given to this problem. I certainly have 
gotten a few questions about some of the expressions that you have 
made, but not in a critical fashion because it 1s pretty hard to be sure 
that you have taken into consideration all of the ramifications of this 
thing, when you arrive at a decision. That is the thing that is bother- 
ing us. 

Mr. Wrnvtersottom. Certainly. 

Mr. Harpy. I don’t agree with what Mr. Ketchum said here a little 
while ago, that the answer is simple if you are willing to make a 
radical change. I haven’t found a simple answer to any of these 
things. 

But I do appreciate your helpfulness in trying to help us find a solu- 
tion to these problems. 

_ Mr. Wrvrersorrom. And I assure you we will continue to try, too, 
sir. 

Mr. Harpy. Thank you so much. 

Mr. Winvtersotrom. Thank you. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. I think we have reached a good stopping point for this 
afternoon. So we will stand adjourned, to reconvene in this room 
at 2 o’clock tomorrow. 


(Whereupon, at 4:20 p. m., the committee adjourned until 2 p. m., 
Tuesday, May 3, 1955.) 
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Hovse or REPRESENTATIVES, 
Setect CoMMITTEE ON Survivors’ BENEFITS, 
Washington, D. C. 

The committee met at 2:10 p. m., Hon. Porter Hardy, chairman of 
the committee, presiding. 

Mr. Harpy. bet the committee come to order. 

We will resume our hearing with the Reserve Officers Association. 

Colonel, we are glad to have you with us, today, and we will be 
delighted to have your reaction to the subject before this committee. 


STATEMENT OF COL. C. BOYER, EXECUTIVE DIRECTOR, RESERVE 
OFFICERS ASSOCIATION 


Colonel Borer. Mr. Chairman and members of the committee, it is 
a pleasure to be here and I thank you for the opportunity. 

Mr. Harpy. Do you have a prepared statement, Colonel ? 

Colonel Boyer. No, I am using this letter we wrote you and will just 
touch on it. 

Mr. Harpy. That is fine. 

Colonel Borer. I would like to say at the start that I have been in 
life insurance in all my business career until I came on duty in 1942, 
and I have a pretty good knowledge of insurance but there is one of 
the most complex pieces of legislation or proposed legislation that I 
have ever attempted to analyze and get a clear understanding of. 

I think with that kind of a background, for the average person with- 
out a good insurance background, it is even more difficult. 

Mr. Harpy. You can see the shape we are in up here. 

Colonel Boyer. I can readily understand that. I would just like 
to touch on this letter that we wrote you. 

First, we hoped the plan would spell out a simplified method of de- 
termining what benefits would be available to the survivor and estab- 
lish one focal point within Government with which the survivors 
should deal. 

While we recognize that the problem is broad and complex, we be- 
lieve that this goal can and should be achieved as thinking sharpens 
on the final plan to be put into legislative form. 

Now, second, after studying this, it appears that a widow with no 
children would receive no benefits until age 65. In another section it 


looks like they would receive it. That is an area that I think should 
be clarified. 
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We think that the widow of any survivor should be entitled to cer- 
tain benefits upon his death and that that family should know that. 

Mr. Harpy. Under the existing scheme of things, a widow, of course, 
does receive a certain amount of benefits from the Veterans’ Adminis- 
tration but does not receive any social security until age 65. 

Colonel Boyer. In one of these plans where I examined. the table it 
showed she received nothing until she reached 65. 

Mr. Harpy. That was with regard to the social-security aspect of it. 

Colonel Boyer. Yes, sir. In another part of the plan it would 
appear she received immediate benefits. 

Mr. Harpy. You would agree then that she probably would have 
about as much trouble making ends meet between age 55 and 65, as she 
would from 65, on? 

Colonel Boyer. Yes, sir. She has to live during that 10-year period. 

Third, we concur in the method that has been established in plan A 
for the payment of the 6 months gratuity. 

Fourth, it is our belief that this entire survivorship benefit program, 
except for the death gratuity, should be on a contributory basis, with 
the individuals contributing part and the Government absorbing the 
difference in the cost of the program. 

Fifth, on the assumption that it is a contributory program, we do 
not believe that the parents who are not dependent should be elim- 
inated. If, however, the program is not a contributory program, then 
we would subscribe to that limitation. 

Sixth, it has been our belief from the start, irrespective of the admin- 
istrative problems involved that individuals in the military service 
should pay for their insurance instead of being given the free coverage 
as is contained in present law. This is another element of a contribu- 
tory system. 

Now, seventh, assuming that the plan as finally developed is equitable 
as between individuals and as between reservists and regulars, we 
have no objections to reservists being taken out from under the provid- 
ing of the Federal Employees Compensation Act. 

As you know, protection given to reservists under this act is only in 
time of peace and these have strictly confined as to cause of death. 

I think you should consider the question of leaving reservists on 
inactive duty, under the provisions of the Federal Employees Compen- 
sation Act. 

The number of deaths in this category are very low and it might 
avoid some of the difficulties that may be raised by the insurance com- 
panies if reservists generally are covered. 

For the benefit of the committee, I would like to just take a minute 
or two and advise you, if you are not familiar with it, how the reservists 
come to be under the Federal Employees Compensation Act. 

In 1919, at the end of World War I, this was no disability retirement 
for reservists. So Congress placed on the statute books, a law provid- 
ing for reserve officers who were commissioned during the war, that 
they could come under. That law went off in 1927. 

From 1927, on, a reserve officer on active duty hurt during summer 
encampments had no protection whatsoever. 

In 1934 our association attempted to get a law on the statute books 
to provide for disability retirement. 
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At that time for reasons best known to the people in the Regular 
Establishment, they fought it. Finally Congress said “Well, we must 
do something, and what would you recommend ?” 

They said, “We recommend you put them under the Federal Em- 
ployees Compensation Act,” 

It wasn’t a very liberal gesture on their part at that time because 
the emoluments were about $10 a week to the widow. 

In 1939, we finally got the disability retirement law on the statute 
books, but it was limited. You had to be on active duty for over 30 
days. Anybody under 30 days had no protection. Congress saw fit 
to leave us under the Federal Employees Compensation Act. 

It was amended to apply in peacetime and we came out from under it. 

In 1947 Congress rescinded some of the war power acts of the 
President and put one positive paragraph in there and said “The 
peacetime rights of the Reserves are hereby restored” and we came 
back under it. 

Then in 1949—we don’t know the reason for it, but you people in 
Congress amended the provisions of the Federal Employees Com- 
pensation Act until it provided the most liberal pension on the statute 
books, today. 

On the 25th of June 1953, Korea hit us. That was a United Nations, 
and United Nations has nothing in their charter to declare war and 
while we fought a full war over there it wasn’t declared a war and 
the Reserves who were killed come under the provisions and the death 
provision is very, very liberal. 

That is how we happened to come under the Federal Employees 
Compensation Act and I thought you might like to have that infor- 
mation. 

Mr. Harpy. Thank you. 

Colonel Borer. We would like to call attention of the subeommit- 
tee to the Kilday bill in 1950, which was considered by the Armed 
Services Committee. At that time certain aspects of this legislation 
was opposed vigorously by the insurance companies. 

However, we have always believed that this bill established a frame- 
work which solved clearly and simply some of the problems which 
now face your committee. 

We think that would be a good bill if it could be enacted into law. 

Now, I would like to say one thing with reference to social security 
provisions. We are in full aceord with that idea. But unfortunately, 
on your social-security payments, you face a different proposition with 
people in the services than you face in civilian life. The average 
person in civilian life will continue working until 65, and will receive 
his social-security benefits when he retires. 

Your average person in the regular service, as well as in the Reserve, 
on active duty, will become eligible to receive retired pay at age 60. 
There is quite a drop in income from his regular pay and his retire- 
ment pay, and of course 5 years later than is made up by social 
security. 

Now, I don’t know whether you could get the social security amended 
to cover this group of people, but it seems to me like if an individual 
is going to retire at. age 60, and has been following a profession where 
it is going to be very difficult for him to make any connection in 
civilian life, that he should have the full benefit of the retired pay 
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due him at that time, instead of waiting until age 65, to get a little 
additional bit. 

Gentlemen, I give you those ideas for what they are worth. I know 
you have a very complex problem to solve and we wish you well. 

Mr. Harpy. Colonel, we thank you for your help on this. ig 

I was particularly interested in your observation about the mili- 
tary retirement—average retirement age, age 60, and that does pre- 
sent a complication. 

Any questions, Mr. Kilday ? 

Mr. Kiutpay. No questions. 

Mr. Harpy. Any questions, Mr. Bates? 

Mr. Bares. What is this peculiar problem concerning the reserves 
on inactive duty with relation to FECA? 

Will you spell that out a little bit, Colonel ? 

Colonel Borer. Our thought on it is this: We have at the present 
time 3 million people in the Reserves on inactive duty. This new Re- 
serve plan will call for 2,900,000 in the Active Reserve and an addi- 
tional three million in the Stand-by. To cover all of those under 
these provisions is going to take a pretty big bite of our civilian eco- 
nomy with reference to the people who are prospects to sell insurance 
to. It seems to me like, in order to keep from running into objec- 
tions from the insurance companies, that the number who are actually 
killed—and there is accidental death under FECA—the number who 
are actually killed in summer training is limited. 

Probably you had better leave the ones on inactive duty under this 
present coverage instead of trying to make this cover the ones on in- 
active duty the same as those you do on active duty. 

That was the thought I had. 

Mr. Harpy. You still leave FECA to take care of those people? 

Colonel Boyrr. That is right, those on inactive duty because as I 
say it only covers accidental death and the numbers involved are not 
too great. 

Mr. Harpy. Would you think that passage of the bill which is now 
pending with respect to this 6 months—this 100,000, 6-month enlistees 
each year, and they stay out on inactive duty and in an inactive-duty 
status for a period of 714 years and they build up at the rate of 100,000 
a year, do you think that would have any bearing on this? 

Colonel Borer. Well, you see they are only protected during the 
periods of industrial or active duty. They are not protected in their 
civilian occupation under FECA. But you are giving them a cer- 
tain protection in this bill, and I don’t know, but I am under the im- 

ression from talking to some insurance people that you might run 
into opposition among the insurance companies on this broad cover- 
age, covering this great mass in the civilian occupations. 

If you are going to run into that opposition, then leave that small 
group that will be covered, because the numbers are very, very few. 

Mr. Bares. You would cover them under either system ? 

Colonel Boyer. They are being covered now and there isn’t any- 
thing to be done about that. 

Mr. Bares. That would still continue the problem, Colonel, which 
we currently have, where two men with the same rank and length of 
service get killed under the same circumstances and one gets more 
than the other. 
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Now, whether it is within 30 days or less, or if he is in the service 
for a lifetime, it seems to me that we have to straighten that particu- 
lar problem out. 

We can’t have two people get killed under the same circumstances 
and have one get more than the other. We would be subject to the 
same criticism that we are criticizing the present system, today. 

Mr. Boyer. Yes, sir. 

Before we were put under FECA, the others got the big amount and 
we were getting the small amount. 

Mr. Bares. You were getting the small end, there is no doubt about 
it. 

Colonel Boyer. That is not a serious objection. I don’t know 
whether you will run into opposition from the insurance companies 
or not. 

As Mr. Kilday will remember, we did run into a little opposition 
back in 

Mr. Kitpay. Did you say a little? . 

Colonel Boyer. I don’t know whether you will run into it at this 
time or not, but I think you would come nearer to running into a tre- 
mendous amount of opposition to covering this big group on inactive 
duty, and if that is a serious consideration, you could at least take 
it under consideration. 

Mr. Harpy. Even though you cover them only for the period of 
inactive training? 

Colonel Boyrr. That is right. 

Mr. Harpy. Thank you, Colonel. 

Any questions, Mr. Kean. 

Mr. Kean. No questions. 

Mr. Bares. Mr. Carnes? 

Mr. Carnes. I have no questions, Mr. Chairman. 

ref Harpy. We certainly thank you, Colonel. Thank you very 
much. 


Now, we have the National Life Insurance Underwriters, Mr. Gray- 
son. 


STATEMENT OF LOUIS J. GRAYSON, CHAIRMAN, COMMITTEE ON 
AFFAIRS OF VETERANS AND SERVICEMEN, NATIONAL ASSOCIA- 
TION OF LIFE UNDERWRITERS 


Mr. Harpy. We are very glad to have you with us. 

You have a prepared statement, do you? 

Mr. Grayson. Yes, sir. 

Mr. Harpy. Then just proceed on, Mr. Grayson. We are delighted 
to have you. 

Mr. Grayson. Mr. Chairman, as an official representative of the 
National Association of Life Underwriters, I should like to say that 
I have been tremendously impressed at these hearings to observe the 
sincere efforts and desire of your committee to remain entirely un- 
biased and to produce a plan of survivor benefits for military per- 
sonnel that is fair, reasonable, and workable. Your committee has 
set an example of democracy at its best. We are, therefore, deeply 
appreciative of the opportunity afforded us to express again to you 
our convictions with respect to this perplexing orobent 
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All of the four plans submitted to date by your staff have much 
merit. However, while they all have some points in which we concur 
they contain others which we believe are not in accord with sound 
policy. In order to present our ideas to your committee in an orderly 
fashion, we are attempting to set forth below, in general terms, the 
fundamentals which we believe should be embodied in any legislation 
on the subject of survivor benefits and, to some degree, to elaborate on 
these generalities where we are in disagreement with the points of 
view expressed by various Federal agencies before your committee. 

It would seem fitting and proper that the following principles and 
features be incorporated in any plan approved by the committee : 


I. SUBSTANTIAL UNIFORMITY OF TREATMENT 


We concur in the principle set forth by the Office of the Comptroller 
General that the survivor benefits for any individual on active duty 
should be the same regardless of whether he is serving as a member of 
the regular service, the National Guard or the Reserve. We see no 
justification for any variation in such benefits between one group and 
another. 

II. APPROVED CLASSES OF BENEFICIARIES 


Payments to surviving widows and children should, of course, be 
made irrespective of dependency status. On the other hand, when 
it comes to payments to parents, there is considerable justification for 
limiting payments to actual dependency cases. The Government owes 
little obligation, in peacetime, to nondependent parents. The ele- 
ment of dependency, however, may well be administratively impossi- 
ble to determine. The definition of dependency in your staff’s plan 
A, which is based on the determination of an income “sufficient to 
maintain the minimum standard of health and decency,” would in- 
volve differences of opinion as to what constitutes the “minimum 
standard of health and decency” and would subject the Veterans’ Ad- 
ministration to constant pressures to make a finding of dependency in 
individual cases. 

Plan A further provides, however, that “the payment by a member 
of over one-half of the support of a parent or parents shall be con- 
sidered prima fact® evidence of dependency.” This definition, if 
coupled with the requirement that the payments must have been con- 
tinued for a specific period of time, would at least give a much better 
basis for determination of the element of dependency. 

Your staff’s plan B provides that the parents’ “financial resources 
from all sources, governmental and otherwise” be considered in de- 
termining whether or not the income is sufficient “to maintain the 
minimum standard of health and decency.” This would seem to be 
a reasonable provision. Furthermore, it would seem appropriate to 
give consideration to the ownership of nonincome-producing prop- 
erty such as a home, in order truly to reflect the economic status of 
the parent. 

Plan A provides $80 monthly to dependent parents where there is 
a widow or children and up to 83.00 monthly where there is no widow 


or children. In many cases, the compensation and indemnity paid 
to parents under this plan would exceed the amount which the service- 
man contributed to the parents during his active duty. It would, 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 389 


therefore, seem appropriate further to limit payments to dependent 
parents to 80 percent of the average contributions to the parents by 
the serviceman prior to his death, 

The legislative attorney for the Comptroller General has suggested 
that there be “no reduction in payments to widows or children when 
payments are made to truly dependent parents.” While this pro- 
vision might be proper if the payments to widows and children are 
kept to a minimum figure, it is unreasonable in connection with the 
high survivor benefits for widows and children reeommended in both 
plans A and B. It would be just as proper to increase the service- 
man’s active-duty pay when he contributes to the support of parents. 
It must be remembered that if the parents were truly dependent on 
the serviceman, whatever contributions he made to them while alive 
were diverted from the income available to his wife and children. 


Ill, DEATH GRATUITY 


We concur in the provisions of plan A and plan B for a lump-sum 
death gratuity amounting to four times the weighted gross pay, 
subject to a maximum of $3,000. In view of the fact that this is pri- 
marily to provide emergency funds at time of death, the eligibility to 
receive this fund should not be encumbered by any provision which 
would delay its payment. Both plans A and B provide that this pay- 
ment, in the absence of a widow or child, go to “the dependent parent 
or parents of the deceased member.” This requirement of depend- 
ency would inevitably delay the payment of the gratuity to deserving 
parents who, in the meantime, had perhaps had to dip into their own 


funds or borrow money to pay off their deceased son’s obligations. It 
is, therefore, recommended that the limitations on payment of the 
death gratuity be reduced to a minimum. 


IV. INCLUSION OF SOCIAL SECURITY IN SURVIVORSHIP PLAN 


For many years since the adoption of the old-age and survivors 
insurance program, it has been the established policy of our associa- 
tion that all gainfully employed persons should be covered, provided 
that no undue duplication of other governmental benefits thereby 
results. In preparing a plan of survivor benefits for military per- 
sonnel, the paramount question, therefore, is the degree to which the 
inclusion of OASI benefits therein may unduly duplicate governmental 
gratuities. 

[f OASI benefits should not-be included in the survivorship pro- 
gram, there will ensue a great absence of that uniformity of benefits 
which is most desirable. A serviceman who had 10 years of active 
duty since 1940 would be permamently covered to the extent of the 
3160 gratuitous wage credit presently granted, and his survivors would 
accordingly be entitled to at least the minimum benefits. A service- 
man, on the other hand, who had less than 10 years active duty since 
1940, and who had no previous social-security coverage, would have 
less than the required 40 quarters for permanent coverage: and his 
survivors would ultimately receive no social-security benefits at all. 
Again, servicemen who went on active duty after the adoption of the 
new plan of survivor benefits would have no social-security coverage 
at anytime while in service. 
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This absence of uniformity in payments to survivors would un- 
doubtedly create discrimination and dissatisfaction which it is so de- 
sirable toavoid. It is our considered opinion, moreover, that if social 
security is not included in any plan of survivor benefits that may be 
adopted at the present time, it will inevitably be added sooner or 
later, possibly under conditions of military stress or emergency, and 
superim upon existing, completely adequate benefits. e can- 
not forget that the present $160 social-security wage credit was added 
by the Congress to the then existing benefits, with no public hearings, 
with the result that the already confusing and multiple structure of 
survivor benefits became even more confusing and, in most instances, 
overly liberal. Thus, in our opinion, there is abundant reason to fear 
that in years to come social-security benefits, on a contributory basis 
and probably with a much greater wage credit than at present, would 
again be added without much consideration, and would result in a 
scale of benefits so costly to the Government in the aggregate as to 
endanger the entire system of survivor benefits. 

We are, therefore, persuaded that social-security coverage should 
be included in the contemplated new program of survivor benefits 
on a contributory basis, provided—and this is an essential condition 
ahaa gree the gratuitous benefits under such a program are 
<ept at a reasonable level. Furthermore, in our judgment, social 
security should be the basis and backbone of any plan of survivor 
benefits. While under such a plan, the Government would, of course, 
be required to make substantial contributions to the social-security 
program that it does not now make, we contemplate that these con- 
tributions would—and should—be largely offset by a reduction in 
the present scale of contributions that the Government makes in sup- 
port of the excessive existing gratuitous benefit programs. 

With respect to the degree to which the retirement benefits of the 
OASIT program should be added to the existing retirement benefits 
of military personnel, we make no comment at this time for two reasons. 
In the first place, it is our understanding that the consideration of 
any retirement benefits are beyond the purview of your committee. 
Second, we are advised that the President has recently appointed a 
Commission on Veterans’ Pensions to carry out a comprehensive study 
of the jaws and policies pertaining to pensions for our veterans. In 
these circumstances, any observations we might now make on the 
subject of retirement benefits would be extraneous. 


Vv. VA INDEMNITY 


Plan A calls for an indemnity of $50 monthly for life—10 years 
certain—which is not a separate item in plan B. We are somewhat 
at a loss to understand how the sum of $50 monthly was arrived at. 
In both World Wars I and II, the amount of Government insurance 
available was a maximum of $10,000 and the Congress has repeatedly 
refused to increase that limit. The servicemen’s indemnity which re- 

laced national service life insurance was likewise $10,000, payable 
in monthly installments over a period of 10 years, with interest at 2 
percent. Now comes the pecrere to substitute for that $10,000 gra- 


tuity another gratuity which (disregarding the remarriage factor) 


is the actuarial equivalent, at age 30, of $16,667 of insurance. A widow 
has to be age 62 before a $10,000 policy will pay a life income, 10 
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years certain, of $50 monthly. We, therefore, suggest that if the 
indemnity feature is to be included, the amount be reduced to $30 or 
$35 monthly. 

There would seem to be two reasons for including an indemnity in 
the survivorship scheme. First, it is argued that there is justification 
for permitting a serviceman to designate the beneficiary of some 
of the Government’s largess, even though the beneficiary be a person 
who is not a dependent of the serviceman. We do not consider that 
the Government has any such obligation to nondependents, at least in 
peacetime. Second, there is a genuine fear on the part of some that, 
inasmuch as insurance or indemnity has historically been part of the 
survivor benefit programs, there will be constant pressure to superim- 
pose an indemnity on an already adequate plan. We do not consider 
that possibility sufficient to justify the inclusion of an indemnity in 
the hes in peacetime. 


VI. DIFFERENTIAL IN BENEFIT LEVELS IN PEACETIME AND WARTIME 


It seems appropriate at this time that we discuss a phase of the 
benefit program which was mentioned in the original staff study, 
namely, that there should not be any difference between peacetime and 
wartime benefits. 

We recognize that when a serviceman is dead, it makes little differ- 
ence to his survivors, insofar as their need for income is concerned, 
what were the causes or circumstances surrounding his death. But 
there are several cogent reasons why your committee may wish to con- 
sider establishing higher benefits in wartime than in peacetime. 

(1) First of all, there has traditionally been such a differential. 
With the outbreak of hostilities the pressure for an immediate in- 
crease in benefits would be so general and persuasive that it is doubtful 
if the Congress would or could resist the demand. At such time, the 
matter would hardly be referred to a distinguished and unbiased select 
committee for consideration. 

(2) Second, in peacetime very few servicemen serving involuntarily 
do so at any appreciable financial sacrifice. The vast majority of en- 
listed personnel, whether they realize it or not, are Peron better off 
financially than they would have been in civilian life. They are, 
therefore, at least as well able to provide for their own survivors as 
they would be were they not on active duty. In wartime, however, 
vast numbers of civilians go on active duty at great personal sacrifice. 
Moreover, civilian wages skyrocket in wartime, throwing the military 
wage scale completely out of balance with civilian wages. Accord- 
ingly, it seems only just and reasonable for the Government to increase 
the gratuitous survivor benefits under such conditions. 

(3) In peacetime, it has been since time immemorial the responsi- 
bility of the individual to provide for his own loved ones. But in time 
of war, servicemen cannot buy insurance without war clauses, and 
the Government, therefore, has in such times a distinct responsibil- 
itv to provide additional indemnity. 

(4) There are very few deaths among military personnel in peace- 
time where there is no widow, children, or dependent parents. In 
wartime, however, large numbers of young men die without depend- 
ents. In many of these cases, the parents have made great sacri- 
fices to rear and educate the children. It would thus seem reasonable 
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for the Government to make such contribution in wartime to such 
parents. 

If there is to be any differential between peacetime and wartime 
benefits, it would be highly desirable to make provision for it right 
now in the new plan, while the matter can be considered dispassion- 
ately. Inasmuch as the wartime protection has traditionally taken 
the form of an indemnity provision, it would be our recommendation 
that the new plan provide for inclusion of a $10,000 indemnity in time 
of war, payable in monthly installments based on modern actuarial 
tables. Having this in the plan may forestall any effort at the begin- 
ning of hostilities to rush through some new form of Government 
insurance, perhaps in an amount much larger than in the past, with 
little or no consideration or forethought. Experience has proven 
that it is not in the public interest to have the Government in the 
insurance business and any steps that can forestall reestablishment of 
a Government-insurance program are worthy of your earnest con- 
sideration. 

Your committee might further like to consider providing that this 
indemnity be paid also in the event of death in peacetime from extra- 
hazardous duty. If this is done, it is, of course, highly important that 
the term “extra-hazardous duty” be circumscribed with the same care 
as is contemplated in defining the term “dependency.” 


VII. VA COMPENSATION 


In order to determine a just and equitable level of compensation 
benefits to be paid by the Veterans’ Administration, it is necessary first 
to arrive at a determination of the total level of survivor benefits de- 
sired. The “back-door” method of fixing a level of compensation, 
largely independent of any consideration of other benefits to be pro- 
vided, and superimposing it upon such other benefits inevitably leads 
to a sum total which is absurdly high and unreasonable. It appears 
to us that this back-door method was employed in plan A. 

In this connection, it is well to determine whether survivor benefits 
paid by the Veterans’ Administration are in the nature of gratuities or 
“continuing compensation for services rendered.” Mr. Birdsall, As- 
sistant Administrator for — Veterans’ Administration, in 
discussing compensation benefits, stated that “the determination of the 
Congress rested basically on the feeling * * * that essentially com- 
pensation payments are in the nature of gratuities.” We think that 
this reasoning is sound and in conformity with established custom. If 
these benefits are, therefore, in the nature of gratuities, then we submit 
that the Federal Government has the obligation to provide total bene- 
fits in an amount sufficient only to insure a basic minimum standard of 
living for survivors of deceased servicemen. 

Much has been said, and quite rightly, that the service pay and 
benefits should approximate the level of those paid in comparable 
private employment. We believe this approach makes sense. Yet 
plan A sets forth a table of total survivor benefits which, in the case 
of a widow with 2 children, would range from slightly over $300 
monthly to over $600. In the case of the lieutenant colonel shown in 
the Department of Defense charts, those benefits (making no allow- 
ance for possible remarriage) have a commuted value of approxi- 
mately $108,000, or the equivalent of approximately 12 years’ pay 
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and allowances. The inclusion of dependent parents would increase 
this total to $124,000. We know of no comparable case in all private 
industry that would approach such figures. Certainly we want our 
servicemen to get a fair deal. We want them to have more than just 
a fair deal. We want them to have a generous deal. But $108,000 
or $124,000 of survivor benefits is somewhat overly generous. 

When we consider the proposed benefits under plans A and B, we 
come to another startling matter. Both plans, and particularly plan 
A, propose payments of social security and VA compensation benefits 
to survivors of some enlisted personnel totaling far in excess of their 
active-duty pay. It has been our understanding that one of the chief 
reasons for the general condemnation of the payment of FECA bene- 
fits to Reserves was the anomaly that a man would be literally worth 
more dead than alive. Yet plans A and B would perpetuate the reten- 
tion of that same philosophy in the survivorship system. 

It may be argued that the bulk of payments in such cases would 
derive from OASI benefits, for which the serviceman had paid. This 
is specious reasoning. Half of the contribution for those benefits 
would be made by the Government. And there exists grave fear 
among many actuaries that in years to come the entire OASI system 
may be to a large degree supported by general Government appro- 
priations. 

We wholeheartedly subscribe to the revision of the present survivor 
benefit program to eliminate certain inequities and discriminations, 
but we are somewhat at a loss to understand the reasoning behind 
such a tremendous increase in overall benefits as both plans A and B 
contemplate. We are in hearty and complete agreement as to the de- 
sirability of taking all reasonable and proper steps to make the serv- 
ices attractive to men of ability. We have been tremendously con- 
cerned by the low rate of reenlistments and the high rate of resigna- 
tions. Almost any price is reasonable if it will secure and keep the 
services up to the standard we have learned to expect from them. 
But, we have seen no evidence that the difficulty being experienced by 
the armed services in attracting and retaining competent personnel 
bears any relationship to the system of survivor benefits. We have 
detected no semblance of a ground-swell demand among servicemen 
themselves for greatly increased survivor benefits. The problem of 
resignations among the commissioned personnel and failure to reenlist 
among enlisted ranks is of comparatively recent vintage. Six or eight 
years ago, no such problem existed; yet at that time the survivor 
benefits for a widow and two children were only half of what they 
have been for the past year or two. 

We have examined most carefully the Womble Report and Air 
Force Secretary Talbot’s explanation of the recently completed sur- 
vey with respect to this problem of good men leaving the services. The 
matter of survivor benefits is mentioned only once, in a rather off- 
hand way. Pay is, of course, considered far and away the biggest fac- 
tor. Although the last pay increase may well serve to help remove 
the glaring inequality between the average pay in the military and 
the comparable pay im industry, it is problematical if, in many in- 
stances, the new pay scale is adequate. We were frankly surprised 
at the restraint of the services in the last request for a pay increase. 
They deserved all they got. At any rate, survivor benefits payable 
only at the death of the serviceman are a poor substitute for adequate 
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pay; and any expectation that an enormous expansion of those bene- 
fits will have an appreciable effect on the rate of reenlistments or resig- 
nations is, in our opinion, conjectural and speculative at best. 

Mr. Charles E. Eckert, legislative attorney, Office of the Comp- 
troller General, has very succinctly stated that “the first objective 
of the committee should be to establish at this time, and for the future, 
the extent of the Government’s obligation to its service and veteran 
personnel.” This is not the first time such a determination has been 
made. It has been made time and again when the Congress has con- 
sidered increases in the survivorship program. Historically, the Con- 
gress has by implication reaffirmed many times that the Government’s 
obligation is to provide only a floor of benefits on which the individual 
could build, according to the dictates of his own conscience. As re- 
cently as 1940—only 15 years ago, as nearly as we can remember— 
the compensation for a widow with 2 children totaled only $52 
monthly. 

Plan B is, in our opinion, a distinct improvement over plan A in 
that its ceilings are not quite so excessive. We wish to emphasize, 
however, that we consider the level of benefits under both plans to be 
unreasonably and unnecessarily high. 

We concede that the present peacetime monthly benefit of $69.60 
paid by the Veterans’ Administration to a widow without children 
may be too low. But by the same token, the total proposed payments 
to a widow with children are patently to high. The one should be 
raised; the other lowered. The increase should be moderate—not 
100 to 300 percent, as provided in plans A and B. While the charts so 
ably prepared by the Department of Defense are technically correct, 
it should be remembered that they indicate that present benefits are 
based on wartime VA compensation rates, which have already been 
reduced to their peacetime level, and the social-security credit, which 
expires June 30, 1955. 

The United States Department of Labor (see bulletin 226) from 
1951-54 conducted an exhaustive study of the estimated annual budget 
of an employed woman living in a furnished room and eating meals 
in restaurants. The average cost of commodities and services was 
approximately $1,800 per year, or $150 monthly. Inasmuch as the 
Government’s obligation is not to provide the full living expense of a 
widow, it is our feeling that the sum total of survivor benefits for a 
widow with no children should not in any case substantially exceed 
this figure of $150 monthly. 

While we do not presume to suggest any special plan of benefits, it 
would seem to us that plan B could be modified along the general lines 
discussed below to make it fair and reasonable. 

(1) The present formula in plan B provides for dependency com- 
pensation “to the widow, in the amount of $87 per month, plus 10 
percent of the gross pay of the deceased member * * * but in no less 


amount than $125 per month.” In passing, we should like to note 
once again that this $87 figure represents the wartime rate of VA 
compensation, which was automatically reduced last January to $69.60. 

It is our recommendation that the formula be revised to provide a 
somewhat smaller sum, for example, $60, payable only when no social- 
security benefits are payable, plus something less than 10 percent of 
gross pay, subject to a minimum of $100 monthly, with the same 
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marriage limitation as in plans A and B. (Appropriate reductions 
in the amount of VA compensation should also be devised in those 
cases where children or dependent parents are entitled to receive both 
the VA compensation and social-security benefits.) 

(2) As previously mentioned, the compensation formula recom- 
mended in plan B, plus social security, would in many cases provide 
total amounts of benefits substantially in excess of active-duty pay. 
The Congress, recognizing the absurity of such a result, has incor- 
porated in the Social Security Act a provision that total monthly 
survivor benefits payable to a man’s family under the OASI program 
shall not exceed the lesser of $200 or 80 percent of his covered pay. 
We believe it the part of wisdom to include some such limitation in 
any survivorship program. 


(3) The inclusion of social-security benefits, as proposed in plan B 
would result in an increase in benefits, when the widow reaches age 
65, of from $59 to $81 monthly. There is no justification or reason for 
such an increase. In the social-security system, payments are made 
beginning at age 65 because of the basic assumption that the widow 
will be employed and earn her own living until age 65, at which age 
employment customarily ceases. But where the Government furnishes 
a major part of the individual’s living during the interim on a gra- 
tuitous basis, there is no sound reason for an increase in total income 
at age 65. It is, therefore, our recommendation that, as indicated 
above, payment of the above-mentioned $60 portion of the VA com- 
pensation be discontinued whenever the widow commences receiving 
social-security benefits after reaching age 65. It would perhaps not 
be appropriate to reduce the payments under the social-security pro- 
gram, because the serviceman would theoretically have partially paid 
for those benefits, but there is no reason why the Government should 
continue # gratuity when the need no longer exists. 

We sincerely hope it will be understood that our deep concern over 
the immediate issue far transcends mere objection to an overly gen- 
erous survivorship system. We fear the ultimate destruction of a 
basic precept, namely, that the individual himself should bear the pri- 
mary responsibility of providing for his own loved ones. For almost 
200 years that doctrine has been the foundation of our greatness and 
our strength. It would be tragic indeed for us to falter now, and 
shave off the locks of Samson’s hair. 

It matters not under what nomenclature such a reversal of historic 
American tradition should occur, whether it be called socialism or 
paternalism. The result would be the same. A new doctrine would 
have been given official governmental sanction, a strange theory that 
it is the Government’s obligation to support in complete comfort for- 
ever the survivors of anyone who happens to be in its employ at the 
time of death, Where such a dangerous philosophy might lead we 
cannot tell. Once that policy became established, the demands for 
benefits to enable the survivors to enjoy a constantly increasing stand- 
ard of living would be legion and continuous. We would have started 
on the road to England’s notorious cradle-to-the-grave socialism, a 
road from which there is no turning back. It is an alien philosophy 
under which no nation has long endured. The line of demarcation 
between gratuities and subsidies is fine indeed, and subsidy brings 
controls, and limits human freedom. If our servicemen need more 
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money to provide adequately for their survivors, they should get it in 
their own pay envelopes to spend as they see fit, not forced to take: 
gratuities in lieu of pay. 

When any government usurps the responsibility which rightfully 
belongs to the individual, the foundation of human dignity is under- 
mined, and the greatness of the nation begins to decline. There is 
abundant room to revise the present system of survivor benefits so as 
to provide a proper floor of protection on which each man may build 
as he sees fit, without providing unnecessarily high benefits which 
deprive him of the sense of pride and dignity that can come only with 
the fulfillment of one’s own obligations. 

Mr. Harpy. The committee appreciates your statement. It shows 
a great deal of study and thought has gone into it. We want to 
express our gratitude for the time and attention you have given. 

I have just a couple of questions. You referred to the indemnity 
of $50 a month proposed in plan A as having an actuarial equivalent 
of $16,600, approximately, when applied to a widow at age 30. 

I wondered whether you made any computation of that acturial 
equivalent, based on the expected remarriage rate ? 

Mr. Grayson. No, I mentioned, I think, in here, that we disregarded 
any onenpeneteon based on remarriage, for two reasons. One of them 
is that there are no dependable statistics on remarriage. Now, cer- 
tainly the element of remarriage, in postwar conditions, are going to be 
entirely different from what they are in normal peacetime conditions. 

Item 2: The element of remarriage is going to take a downtrend, 
if the large survivorship program goes into effect. Now, a widow 
getting $60 or $70 or $80 a month is forced to either go to work or 
remarry. She has no other choice. If you get the benefits up to $250 
or so a month and a lot of them are going to consider an awful long 
time before the remarry. ° 

It is our considered opinion that the degree of remarriage will be 
far less than it has been in the past. 

Mr. Harpy. You increase the prospect of a single girl. 

Mr. Grayson. Yes. 

T had one officer I was talking to with respect to—I was talking 
to this man and his wife, with respect to the Contingency-Option Act, 
and when I mentioned to her that in the event of her husband’s death, 
she would get some $300 per month for life, he being a general officer, 
and that she would lose it if she remarried, she said, “You need not 
worry about that. No man living is worth $300 a month.” 

Mr. Harpy. Did you attempt to arrive at any average figure? You 
took that computation based on a widow at age 30 and disregarded 
the remarriage factor. Did you have any statistics that would give 
you any average actuarial equivalent ? 

Mr. Grayson. No, we don’t know what the average age at time of 
death is in the military. 

I remember in the later part of the war, the average age of the 
man on military duty was age 27. That would mean their wives 
were a few years younger than that, maybe age 25. Now, in peace- 
time I suppose the average age may be a little bit higher. Now, the: 
deaths, of course, in peacetime, will be among an older group than 
they would be in wartime. 
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Mr. Harpy. On this question of actuarial equivalent you had a 
figure of $108,000, as representing the actuarial equivalent of the total 
benefits, I believe, under plan A—is that what that was? 

Mr. Grayson. That is correct, sir. 

i Harpy. Was that an average figure, or was that for a specific 
rank? 

Mr. Grayson. We give the figures prepared in the chart of the 
Department of Defense, for a widow age 30 with 2 children, 4 and 7. 

Mr. Harpy. Did you take a specific rank for that ? 

Mr. Grayson. That of lieutenant colonel. 

Mr. Harpy. You didn’t attempt to arrive at any average figure on 
that, for overall service personnel ? 

Mr. Grayson. No, sir. There is an interesting fact, Mr. Hardy, 
that much has been said all the way through these hearings, that the 
benefits should bear some relationship to an officer’s rank. 

Well, if you want to do that fairly, the only thing to do would be to 
provide that at death, the total benefits would be equal to X years of 
pay. 

For example, you might say if a man dies on active duty, that the 
Government will pay 5 years of his total pay to his beneficiaries. 

Mr. Carnes. Do you mean monthly, on a computed value? 

Mr. Grayson. Yes. 

The question is how to distribute it between the wife, children, and 
parents, That would reflect a definite relationship between benefits 
and the rank. 

But the minute you put things on an income basis, as is provided for 
in all these compensation reports—the minute you do that, the younger 
men are the ones who get the largest benefits, because their wives and 
their children are going to live longer. 

Very obviously, a young officer is much more likely to have children 
2,3,4, and 5 years of age, than the general officer will. 

Mr. Harpy. If you provide for the discontinuance of benefit in the 
event of remarriage, doesn’t that at least partially offset that situa- 
tion, because those younger ones remarry more quickly; do they not? 

Mr. Grayson. There is no question of that. 

To what degree they are going to remarry if the benefits are very 
high, is problematical. We don’t have any figures, at all, on re- 
marriages. 

Mr. Harpy. Maybe we ought to turn this thing into a little sociolog)- 
cal consideration of the effect on the remarriage rate. 

Mr. Grayson. There is one thing that you mentioned, Mr. Hardy, 
that I have been a little confused about. You asked a minute ago, 
with respect to that $50 a month, if we had taken into consideration 
the element of remarriage. 

We have the idea, rightly or wrongly, that that is the way the $50 a 
month was actually arrived at. That they took the savings due to 
remarriage and threw it into the pot and therefore came up with a 
larger figure. 

Mr. Harpy. We don’t knew that. 

Mr. Grayson. We don’t know that that was it, either. 

Mr. Carnes. There was a further consideration where the de- 
pendents are nondependent parents or where the benefit is being paid 
toa brother or sister, the $50 a month would only be paid for 10 years, 
certain. 
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After that, you would have to prove dependency to get it. There- 
fore, the value would be $60 in that case, versus the present $10,000 
that is paid under the $92.90. 

Mr. Grayson. That is in the case of remarriage; yes. 

Mr. Carnes. That would be another saving under this particular 
type of program. 

Mr. Grayson. But it has been our philosophy, rightly or wrongly, 
if a thing is wrong, that by the mere fact that by correcting it you 
can save money, that doesn’t mean you should put that money mto 
something else. 

If you will pardon my being personal, I have a little daughter who. 
was 9 years old, and at Christmastime she wanted a punching bag. 
When I said she couldn’t have it, she wanted to know if she could 
have the money to buy a knife with it. 

Just because she couldn’t have the one thing, that doesn’t mean 
that she should have the money to buy something else equally as 
bad. 

I know that it is awfully difficult—it is well-nigh impossible—once 
the Congress has given something to a group, rightly or wrongly, 
to ever take it away from them without giving them something in 
place of it. 

I know that philosophy is abroad in the land, and it is a natural 
one. And yet we must remember that a few years ago when the Con- 
gress got quite upset by certain tactics of the Air Force in the payment 
of flying pay to high-ranking officers, and disapproved of some of 
those payments, that the Congress drastically reduced the payment 
to aviators of high rank from some 4 to 5 cea dollars a year, 
down to $1,800 a year. 

In the course of doing that, it didn’t take that money and distribute 
it among another group. 

Mr. Harpy. Quite often that is what happens. 

Mr. Carnes. Mr. Grayson, if I understood you correctly, you made 
one proposal which is new to the committee. You said that if a 
definite level of benefits could be arrived at for both peace and war— 
did you suggest that in the event of war that it is perhaps in that 
particular emergency period when they could superimpose a $10,000 
gratuitous indemnity payable only during the war years? 

Mr. Grayson. That is correct. 

Mr. Carnes. After the war years are over, do you think there would 
be much pressure generated to continue that indemnity ? 

Mr. Grayson. There is no question but what there will be. 

On the other hand—and this is a phase of it that, again, is con- 
jectural—whenever you have war, you are going to have an element 
of inflation. You will never have a war without at the end of the 
war having a readjustment of all survivorship benefits. So even 
though that is made permanent, at that time it would probably bring 
the benefits up to the level that would be established anyway. 

Mr. Carnes. I think you are the only one testifying before the 
committee who has offered that suggestion. 

Mr. Grayson. I am very much afraid I am a voice crying in the 
wilderness with a lot of this.  — 

Mr. Harpy. Any questions, Mr. Bates? 

Mr. Bates. I wasn’t quite sure where we left this widow at age 65. 
She has lost her shirt, the last I heard. 
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Do you want to go back to that, Mr. Grayson ¢ 

Mr. Grayson. Essentially, what I mean is this: If you have a 
program of compensation benefits that runs for life—let’s suppose 
it is an amount of $200. She is going to get a life income of $200. 
On top of that she has social security. She gets no social security until 
she gets to be 65. At that time, in addition to that $200 of com- 
pensation, she is going to get another $60 or $80 a month, in social 
security. 

Our contention is that there is no justification for that. There is 
nothing in civilian life—no parallel in civilian life, that a widow’s 
meome increases at age 65. We say inasmuch as the Government is 
paying half of the cost of the thing anyway, instead of providing 
that. the compensation be payable for life, it should be said that— 
the bill should provide that the compensation will be payable for life, 
except in the amount of $60, which will terminate definitely at 65. 

Mr. Bares. In this case we have here where she gets $69 until she 
is 65, you feel if she can starve on that until she is 65, she can starve 
just as well after? 

Mr. Grayson. She can starve just as well afterward as she can 
before. 

Mr. Bares. It doesn’t make much difference. 

Mr. Grayson. I don’t think it makes much, at all. 

Mr. Harpy. Mr. Kean 

Mr. Kean. Mr. Grayson, your philosophy naturally stems from 
the fact. that you are in the insurance business ¢ 

Mr. Grayson. I think that is correct, sir. 

Mr. Kean. You naturally figure out that these people, as you said 


before, should take care of themselves to some extent, by buying in- 
surance—I, having been in the investment business, I would say by 
buying good securities. 

Mr. Grayson. She can invest in a security trust. 

Mr. Kean. Can the young man on Army pay provide sufficiently 
for the enanpectan death, when he leaves a couple of small children? 


I mean, it all seems to me that our social-security benefits are very 
nigh for survivors, and I think rightly so, because I think that is one 
of the emergencies, or one of these things that are of great social benefit, 
to try to keep families together. I therefore think that the amount 
payable at the time for minor children should be maintained pretty 
high, because I don’t think that the individual in that case has the 
op rtunity to take care of himself, as the person who reaches an 
older age should do. 

Mr. Grayson. I agree with you, Mr. Kean, on that. 

In social security, alone, the family would get something like $150 
a month, under social security. That is no small item. 

On top of that, you give them another $100 a month. That would 
be $250 a month. Well, the probabilities are that he didn’t make that 
much money in civilian life, and is not making much more than that 
in the military. 

We feel that there should be a definite relationship, there, between 
what he would earn as a civilian, or what he earned in the military, and 
the maximum that he can obtain from all sources under social security, 
and the compensation program. 
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Mr. Kean. I think your suggestion for a limitation of 80 percent, 
as we have it under social security, is rather a wise thing. I hadn’t 
thought of that. I certainly don’t think that the old man should be 
worth more dead than alive. 

Mr. Grayson. We think that way, too. 

Mr. Kmpay. There is a t danger in that. 

Mr. Harpy. Again, Mr. Grayson, we thank you for your helpfulness. 
We are glad to have had you and your associates. This will be very 
hel panies us as we study through this record and try to come up 
with a bill. 

Thank you very much. 

Mr. Grayson. Mr. Chairman, whether you decide with us or against 
us, we certainly appreciate your courtesy, and we know you are doing 
the very best that can be done. 

Mr. Harpy. Thank you. 

We would like now to hear more from the Social Security Admin- 
istration. 


STATEMENT OF ROBERT J. MYERS; ACCOMPANIED BY ALVIN M. 
DAVID, REPRESENTING THE SOCIAL SECURITY ADMINISTRA- 
‘TION 


Mr. Carnes. Mr. Myers and Mr. David, you know the purpose of 
your reappearing before the committee. It is to try to get a little 
greater clarification as to some of the costs apparent in various aspects 
of social security, such as the freeze, and the $160 wage credit, as to cost. 

Now, as you told the chairman you would, I think under the signa- 
ture of a covering letter from Mr. Schottland, dated April 29, and a 
memorandum from you of the same date, you all have made a very 
adequate and full explanation as to how you have arrived at certain 
costs. Those costs were set forth on the very concluding page of 
your memorandum; is that correct ? 

(Reference is made to appendix N.) 

Mr. Myers. Yes, sir; that is correct. 

Mr. Carnes. The committee members have not had a chance to 
read that letter, but I would appreciate your reciting to the com- 
mittee what these costs are, under the three different circumstances, 
and answer any questions they may have in regard to them, especially 
pointing out the fact that you corrected to some degree your previous 
testimony before the committee when you used the $350 million figure 
as the cost of a freeze. 

Mr. Myers. This table gives the cost of three sets of provisions. The 
first one is what I call regular contributory coverage, under which the 
employer and the serviceman would pay the regular taxes on the 
deemed wages, as shown in plan A. 

Mr. Carnes. Or plan B? 

Mr. Myers. Or plan B. 

The cost of that to the serviceman would be about $185 million a 
year, under the present tax rate, and the same amount to the Govern- 
ment, making a total cost, as you might say, of $370 million a year. 

The second provision that is considered is what is called the full 
military-freeze provision, under which the entire period of military 
service would be blanked out, both for the purpose of determining 
insured status and average wage for future benefits. 
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Mr. Carnes. The full military freeze would only be used after they 
abandoned the $160 gratuitous credit they have today ? 

Mr. Myers. Yes. 

The cost of that I have set. forth on two bases. One is the so-called 
excess-cost method, which means that the Government would pay the 
additional benefits over what the individual would otherwise have 
received on the basis of these wage rates. That cost is shown as $160 
million a year. 

The second method is the so-called proportionate-cost method, 
which means that the Government would share a proportionate part 
of the cost of the benefits, on what also might be called a group-insur- 
ance concept. And also taking into account the graded tax rate in 
the law, which is now much lower than it will rise to ultimately as 
scheduled. 

Mr. Harpy. That takes into account the ultimate rise in tax rates. 

Mr. Myers. Yes, sir; that the present tax rate is lower than the ulti- 
mate scheduled one, and the proportionate method is therefore—it 
shows a lower cost than it would as the tax rate rises. 

Mr. Harpy. That is what I wanted to be sure of. 

At the time’this tax reaches 4 percent, both for the individual and 
the employer, based on this projected strength of the military, it would 
be $700 million, instead of $350 million ? 

Mr. Myers. That is correct. This concept is to parallel the treat- 
ment in the regular contributory coverage concept. There, as the tax 
rate goes up, the cost goes up, and in the same way, this is supposed 
to give a comparable figure. 

Mr. Harpy. Will you explain the factors in your excess cost? Now, 
we are talking about the freeze and not talking about the payment of 
claims by social security, are we ? 

Mr. Myers. The excess cost would be the benefit actually paid to 
the individual after blanking out his period of military service, over 
what he would have received if that military service had counted 
against him, by means of periods of zero earnings. Or perhaps he 
might not be insured at all, and wouldn’t get any benefits, were it not 
for that military freeze. 

Mr. Harpy. This is what his service in the military is going to 
aceneihy make his future costs against the social-security fund turn out 
to be. 

This is not something to cause any social-security payments during 
the period he is on active duty ? 

Mr. Myers. This would cover both, although primarily 

Mr. Harpy. The freeze does not contemplate that social security 
would be paying claims during the period of his active duty? 

Mr. Kwan. Survivors claims. 

Mr. Myers. If he died in service and was insured before he came 
in, then there would be some benefits paid. 

Mr. Carnes. Those benefits would be paid on top of all of the other 
benefits that may have been provided by this committee, if social 
security were not a part! 

Mr. Myers. That is right. If there were this complete freeze. 

Mr. Harpy. This contemplates payment of claims only with respect 
to those who had social-security coverage when they came on duty. 
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Mr. Myers. Yes, sir. For those who die in service. Only those 
who had social security before they came into service would be bene- 
fitted by this. 

In addition, for those who left the service, who survived through 
service—— 

Mr. Harpy. It is going to cost $5 million a year more to take care 
of the freeze than it is costing you now—it is costing you $5 million 
more—than it is costing you now to make all payments under your 
$160 wage credits, is that right? 

At the present time, under your $160 wage credit it is $155 million 
a year, and the social-security fund is paying all claims for social 
security because of that $160 wage credit; either in active service or 
after active service, is that right? That is what the $155 million 
covers / 

Mr. Myers. That is right. 

Mr. Harpy. And your $160 million does not contemplate’ makin 
any payments while the individual is on active duty, except with 
respect to those who have social security coverage and got it before 
they came on active duty ? 

Mr. Myers. That is correct. Most of the cost for both of these 
provisions are for the people who die through service and not the 
relatively few who die in service. 

Now, getting on to the third provision considered in this table, is 
the continuation of the present $160 wage credits with, however, the 
removal of the present provision against withholding these benefits, 
if there are some other governmental benefits paid. 

In other words, these would be complete wage credits. 

Mr. Carnes. Just as they are today ? 

Mr. Myers. No. Today, as you know, the wage credits are not 
used in certain cases. For instance, where a man retires under the 
military retirement system, on account of service, alone. These figures 
are intended to represent what would happen if he was given the 
full wage credits that would not be taken away from him. 

The cost of that—under the excess cost method—is $155 million 
a year, and under the proportionate-cost method, it is $290 million a 
year. 

Mr. Carnes. Well, Mr. Myers, would the Social Security Admin- 
istration support a bill, where the refunding was only on the excess 
cost basis, over a long period of time? 

Mr. Davin. No, sir. The Social Security Administration, as Mr. 
Schottland stated in his testimony here the other day, would be 
in favor of, or would support only a reimbursement on the propor- 
tionate-cost basis, for any provisions that were permanent in nature. 

Mr. Carnes. And you hope that you will be reimbursed on an annual 
basis, is that correct ? 

Mr. Davin. Yes, sir. 

Mr. Carnes. And those calculations, of course, in years to come, 
would be made by Mr. Myers, or some other competent actuary in 
the Social Security Administration, on essentially the same basis 
as you have projected these figures this afternoon ? 

Mr. Myers. There are two ways that they could be made. First 
they could be made on an estimated basis, each year as they occurred. 
The other way they could be made as the benefits came due. 
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Mr. Carnes. The point we are trying to make, Mr. Myers, is that 
the committee has to make a policy decision, and your figures may 
influence their decision. 

Are you unequivocal in your position that the OASI trust fund 
will have to receive the amount set forth in this memorandum in 
order to remain actuarily sound over a protracted period of time? 

Mr. Myers. These are the best estimates I can make on the basis 
of the data we now have. 

If the provision went into effect, of course there would be the 
operating data to base the estimates on. 

Mr. Carnes. There will be considerably less than the figures you 
have projected here? 

Mr. Myers. I don’t believe so. 

Mr. Davin. May I raise a question there, Mr. Carnes? 

You mentioned “these figures.” Now, two sets of figures are given. 

Mr. Carnes. I am talking about the proportionate-cost method. 
That was the only point I wanted to make. 

Mr. Harpy. If we use a figure of $160 million under the excess-cost 
method for the full military Rides: we a won’t lose any money ? 

Mr. Carnes. Over a period of time 

Mr. Myers. That is correct, in the sense that the fund will be just as 
sound as—— 

Mr. Harpy. That is all right, you don’t need to qualify it. You 
wouldn’t lose any money. 

Mr. Myers. The fund would be in just as sound financial condition 
as it would be without this provision. 

Mr. Davip. May I say just one word, Mr. Chairman. The fund 
would not be any worse off than it is. 

Mr. Harpy. It wouldn’t make a profit on the fellow while he was 
in the service. 

Mr. Davin (continuing). That is the case now. That doesn’t mean 
there will be no profit beuad on a proportionate basis. To say the 
fund would be no worse off than it is now is to say you would continue 
the situation that now exists in which the fund is in the hole as a result 
of the fact that coverage is limited. 

Mr. Harpy. I won’t buy that one, but that is your statement. 

Mr. Treacur. Where do you consider your estimate, in the top, in 
the middle, or near the bottom ? 

Mr. Myers. My estimates, Mr. Teague, attempt to be in the middle. 

Mr. Kean. I still don’t understand this thing. 

Mr. Harpy. So do I. 

Mr. Kran. I mean, I still don’t understand what the graded pro- 
portional-cost method is. I understand, I think, your excess-cost 
method, but what the graded proportional-cost method is, I don’t 
understand. 

Mr. Myers. What the graded proportional-cost method does is to 
attempt to assess the cost to this group, graded in the same way 
that the graded contribution schedule A attempts to assess the cost 
of the entire system to the entire coverage group. In other words, 
for the entire group, instead of having a level tax rate of, let’s say, 
7 percent, the Congress has put in this graded schedule. 

In the same way, instead of attempting to take the proportionate 
cost, on a level basis for these wage credits, that proportionate cost 
has been reduced to parallel the graded contribution schedule. In 
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other words, it is believed that if the general contributor should pay 
a graded tax, then it is perfectly all right for the Government, in 
meeting a proportionate cost, to have that on a graded basis. 

Mr. Harpy. I don’t like to interrupt, if you-are understanding that, 
but I am not. 

Mr. Kean. Don’t ask me. Ask him. 

Mr. Harpy. What I am getting at is this: I think that maybe we 
can get Mr. Myers at some other time to try to get this thing a little 
bit more in the kind of language where I can understand it—and 
you have had more experience with the social-security business than 
I have, but I am having trouble. 

I would like, at some subsequent time, if you can find a way to pro- 
ject your expression into the kind of language that maybe we can 
draft eventually, Mr. Myers, on this excess cost, I think it would be 
important. 

Mr. Bares. This $155 million, Mr. Myers, you say that doesn’t take 
into consideration the retirement aspects of it, the $155 million under 
the $160 million wage credit? 

Mr. Myers. That is for the cost both of the survivor and the retire- 
ment benefits. 

Mr. Bares. I understand. You said this didn’t take into consid- 
eration the availability or nonavailability of social security, for those 
who retire. 

Mr. Myers. What I meant to say, Mr. Bates, is that this does not 
take into account the present provision that in some cases the wage 
credits are not given to persons, because they retire under the military 
retirement system. 

Mr. Bares. What would that figure be if you had taken it into 
consideration ? 

Mr. Myers. That figure would be reduced to about $135 million. 
That is on the excess-cost basis. On the proportionate-cost method 
it would be reduced from $290 million to $260 million. 

Mr. Bares. On the graded proportionate ? 

Mr. Myers. Yes. 

Mr. Harpy. How did you compute the $155 million, which is the 
present cost, of the $160 wage credit? I am thinking now in terms 
of a bill acted on by the Ways and Means Committee today, in which 
they provided authority for reimbursement of the social-security 
fund. Maybe I shouldn’t get into that; maybe we should save that a 
little bit, but if the $155 million carries in it consideration for retire- 
ment of the military personnel who work on longevity and don’t get 
any of it, then it seems to me that maybe that ought to be reduced. 

Mr. Myers. Yes. 

That $155 million, on the basis of the Ways and Means Committee, 
would be reduced to $135 million. It is somewhere between $135 mil- 
lion and $140 million. 

Mr. Harpy. That is because those individuals on longevity retire- 
ment do not get any retirement pay. Is that the basis for that? 

Mr. Myers. Yes, sir; that is correct, Mr. Chairman. 

Mr. Davin. Plus the fact that people who receive benefits under 
other programs, such as civil service, they would not get it. 

Mr. Harpy. Thank you very much. 

Mr. Davin. May I ask one question, Mr. Chairman: I am not sure 
about that concern that you and Mr. Kean expressed. Was it the 
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proportionate method or the idea of the graded schedule in the 
proportion ¢ 

Mr. Harpy. For my part we are going to need to get into both 
of them. 

Mr. Myers. Mr. Chairman, in this memorandum which I sub- 
mitted, which I understand wasn’t distributed soon enough for you 
to be able to go over it, I did attempt to explain that in there. Maybe 
I failed there, too, but I would be glad to try that. 

Mr. Harpy. I haven’t read that either. I was a little hopeful that 
might shed more light on the matter and possibly might put me in a 
better frame of mind to understand these terms that you use. 

Thank you very much. I think that might help us, and that is why 
I believe we should defer any further consideration at this time. 

On account of the fact that I think there is a need for a little better 
understanding of this subject, I think it is entirely possible that the 
committee may ask you to come back and try to help us clear this up 
in executive session. 

Thank you very much. 

Mr. Carnes. There are a few communications I would like to have 
inserted in the record. 

Under May there is a statement filed by the American Life Con- 
vention and Life Insurance Association of America. 

Mr. Harpy. May I suggest this, Mr. Carnes: I suggest you give 
them to the reporter and have him insert them at this time. 

Mr. Carnes. Very well, sir. 

(The communication referred to appears as appendix R.) 

Mr. Harpy. The committee will stand adjourned, subject to call 
of the chairman. 

Insofar as this immediate phase of the hearing is concerned, I 
think we can consider it closed. And the committee will go into 
executive session briefly. 

Thank you very much, gentlemen, all of you. 

(Whereupon, at 3:35 p. m., the committee proceeded into executive 
session.) 
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(Committee Print No. 3) 


WEDNESDAY, JUNE 8, 1955 


House or REepreseNnTATIVES, 
Se_ect CoMMITTEE ON Survivors’ BENEFITS, 
Washington, D.C. 

(The committee met at 10 a. m., Hon. Porter Hardy, chairman of 
the select committee, presiding. ) 

Mr. Harpy. Let the committee come to order. 

Last Friday the committee released a committee print of a proposed 
bill which was intended to serve as a vehicle for public hearings in 
order that the committee could improve it, take what other steps might 
be necessary to get it in proper maps for reporting to the Congress 
for action. 

We have requested the agencies of the Government to appear this 
morning to express their views on the bill as presented and we have 
requested the veterans organizations to be prepared to begin giving 
us their comments on tomorrow. 

Now, it is was not the purpose of the committee to try to hurry this 
consideration along faster than we were able to give it proper and 
thorough consideration, and I don’t want any of the agencies or the 
veterans organizations or other interested people to feel that the 
committee is trying to proceed with undue haste. 

The thing that has prompted us to try to speed along as fast as we 
could is the fact that we are drawing toward the close of the session, 
we hope, and that, after the House has acted, assuming favorable 
action is taken, it will still be necessary for the Senate to act before 
the bill can become a law. 

Now, if there is any organization or agency that feels that additional 
time is required before they can properly present their thinking on 
the bill, I wish you would make that feeling known at the conclusion 
of the morning session so that we can try to adjust our schedule 
accordingly. 

We don’t want to be pushing anybody unduly, because we are par- 
ticularly grateful to the agencies and the veterans organizations for 
the help that they have given us already and we are going to have 
to rely on their help to get out a proper bill through the process of 
these hearings. 

Mr. Carnes. Mr. Chairman, inasmuch as all testimony which the 
committee will receive for the next few days will be comments regard- 
ing committee print 3, which is a draft bill being considered by the 
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committee, I think we should insert committee print 3 in the record. 

Mr. Harpy. Perhaps we should dothat. Print 3 at the present time 
reflects certain committee thinking, but in no sense is it the ultimate 
which this committee hopes to recommend for enactment. I feel con- 
fident that after the testimony which we will receive during the next 
few days that many constructive refinements will be made. If there 
are no objections we will insert committee print 3 in the record at 
this time. 

(Committee print 3 appears as appendix T.) 

Mr. Harpy. The first agency we will hear from this morning is the 
Bureau of the Budget. 

We are glad to have Mr. Hughes with us. Mr. Hughes has been 
extremely helpful in the formative stages of our thinking on this 
matter. I haven’t talked with him lately to find out whether he is in 
complete agreement on what we have hers, but we will hear from 
him now. 

Mr. Hughes have a seat. 

Mr. Hucues. Thank you. 

Mr. Harpy. Mr. Hughes, we are delighted to have you with us this 
morning, and would appreciate any comments you have to make on the 
bill or related matters. 

Mr. Hueues. Thank you, sir, 


FURTHER STATEMENT OF PHILIP S. HUGHES, ASSISTANT CHIEF, 
LABOR AND WELFARE DIVISION, BUREAU OF THE BUDGET 


Mr. Chairman, I have a letter here from Mr. Belcher, the Assistant 
Director of the Bureau, which I would like to read into the record, 
as my statement, if I might, and then be available for whatever ques- 
tions the committee may wish to ask. 

Mr. Harpy. That is fine, thank you, Mr. Hughes. 

If you will just go ahead and read Mr. Belcher’s letter into the 
record. 

Mr. Hueues. The House Select Committee on Survivor Benefits has 
recently released for study and analysis a draft bill designated com- 
mittee print No. 3, which would establish a new integrated system of 
survivor benefits for members of the Armed Forces and veterans, in 
place of the five uncoordinated programs now in existence. The bill 
incorporates features of several of the alternative approaches con- 
sidered by the committee during the course of recent hearings. 

Principal features of the new integrated benefits would be: 

First, a lump-sum death gratuity, similar to that now provided— 
based on 6 months’ base pay but with a minimum payment of $800 
and a maximum of $3,000 in place of the existing range from $478 to 
$6,857. 

Second, contributory OASI coverage with both tax and benefit pay- 
ments related to base pay, in place of the existing noncontributory 
credits. Special provisions would assure the availability of benefits 
regardless of length of coverage. 

Third, a dependency and indemnity compensation benefit similar 
in purpose to the existing Veterans’ Administration death compensa- 
tion and indemnity programs, but with the benefit formulas revised. 
The revised loreaie reflect the availability of OASI protection, estab- 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 409 


lish a relationship between the benefits for widows and widows with 
children and the active-duty pay of the serviceman or veteran, and 
relate parents benefits to other income available. 

Under the terms of the bill, the existing servicemen’s indemnity 
program and the veterans special term insurance program would be 
terminated and coverage under FECA would no longer be afforded 
to servicemen under any circumstances. The existing program of 
insurance for veterans whose insurability was impaired as a result of 
military service would be continued. No benefits now being paid 
would be reduced and an election from existing VA benefit levels to 
the new VA benefit levels would be afforded in those instances where 
the new levels are higher. 

As the committee knows, the President has recommended the im- 
provement of survivor benefits for military personnel through pro- 
vision of contributory OASI coverage and through relating benefits 
to active-duty pay. Committee print No. 3 does achieve both of these 
objectives. It is similar in respects to the so-called plan A considered 
by the committee during its hearings and endorsed at that, time by the 
Bureau of the Budget. 

Committee print No. 3 differs from plan A in two principal respects : 

First, OASI protection is provided on base rather than gross pay. 

Second, no reduction would be made in the new dependency and 
indemnity compensation for any subsidized Government insurance 
protection in force. 

While the Bureau of the Budget believes these features of plan A 
are sound, it is aware of the considerations which have led the com- 
inittee to depart from plan A in these particulars. The Bureau also 
is aware of and deeply appreciates the extensive opportunity afforded 
it and other interested agencies or groups to present and discuss the 
pros and cons of the many difficult questions involved in this legisla- 
tion. 

Taken as a whole, the integrated survivor benefits program 
embodied in committee print No. 3 would provide much more equit- 
ably for survivors than the existing law. Through eliminating both 


gaps and overlaps which now exist, it would provide adequate mini- 
mum protection without increasing overall cost. 

Accordingly, I am authorized to advise that enactment of legisla- 
tion along the lines of committee print No. 3 would be in accord with 
the program of the President. 

Sincerely yours, 


Donatp R. Betcrer, 
Assistant Director. 

Mr. Harpy. Thank you very much, Mr. Hughes. 

Very glad to have the official Caprresion of the Bureau of the 
Budget. Any questions, Mr. Teague? 

Mr. Tracur. No questions. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No questions. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. Mr. Chairman, I think Mr. Hughes does cover this. 
He says FECA would no longer be afforded to the serviceman under 
any circumstances. You mean in the future? 

Mr. Hucues. Yes, sir. 

65018—55——27 
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Mr. Harpy. Mr. Carnes? 

Mr. Carnes. Mr, Hughes, under this contributory OASI coverage, 
it is your understanding that the serviceman will pay 2 percent and 
the Government will pay 2 percent ? 

Mr. Hucues. Yes, sir. 

Mr. Carnes. And it is proposed under the committee print No. 3 
that the 2 percent of the Government’s contribution be paid from 
the pay appropriations of the respective services ? 

Is the Bureau of the Budget in agreement with that provision that 
the Government’s contribution be handled in that respect ? 

Mr. Hucues. Yes, sir; we are, 

Mr. Carnes. And you feel reasonably sure that if it is handled 
in that way that there will be an annual contribution made to the 
OASI trust fund ? 

Mr. Hueues. That is a difficult one for me to answer. 

I feel reasonably sure that the administration will recommend an 
appropriation. 

Mr. Harpy. In short, the thinking would be that the total cost of 
social security would be included in appropriations for service per- 
sonnel pay ? 

Mr. Hucues. That is correct, plus the employees contribution. 

Mr. Harpy. Well, employees contribution would also come out of 
the service personnel pay. 

Mr. Hurues. That is correct, yes. 

Mr. Harpy. And the Government contribution would also be 
included in appropriations for that purpose ¢ 

Mr. Hucues. Yes. 

Mr. Harpy. Certainly do thank you, Mr. Hughes. 

We appreciate very much your presentation this morning, as well 
as your help in so many ways in the consideration of the subject. 

Mr. Hucues. Thank you, sir. 

Mr. Harpy. We would like to hear next from the Defense Depart- 
ment, and another member of the group that has been very helpful is 
here to represent the Department of Defense with his cohorts. 


FURTHER STATEMENT OF REAR ADM. ELTON W. GRENFELL; 
ACCOMPANIED BY CAPT. DAVID L. MARTINEAU; AND CAPT. J. B. 
HOYT, REPRESENTING THE DEPARTMENT OF DEFENSE 


Admiral Grenfell, we are delighted to have you and your associates. 

Admiral Grenre.tt. Mr. Chairman, and members of the select com- 
mittee, as the representative of the Department of Defense, I wish to 
say at the outset that we in the armed services are indeed grateful to 
this select committee—and to its predecessor in the last Congress— 
for your vital interest in this most complex, but extremely important 
problem of survivors benefits. 

We are mindful of the many days, weeks, and months spent in the 
search of an ideal solution, one that would be fair and equitable, and 
one simple enough that all servicemen and former servicemen and 
their survivors might easily understand it. We believe that the bill 
now under consideration, as reflected in committee print No, 3, dated 
June 3, 1955, is a fair and equitable plan. And certainly, it is a plan 
which reduces the present complicated system to a simple, easily 
understood structure. 
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The Department of Defense strongly supports this legislation. It 
is a vitally needed improvement over existing law. It represents an 
acceptable combination of good ideas from many sources. It will 
provide an adequate and equitable level of benefits for all categories 
of survivors. It will be simple to administer and should be of great 
value as a military career incentive. We hope it can be enacted into 
law during this session of the Congress. 

During exploratory hearings previously conducted by your select 
committee, the Department of Defense supported a proposal which 
would establish the following essential benefit elements: — 

1. A modified death gratuity with a reasonable minimum and 
maximum. 

2. Contributory participation in social security, on a gross-pay 
formula, with the serviceman participating as the employee and the 
Department of Defense participating as employer. 

3. Death compensation at rates related to the gross pay of the 
serviceman. 

4. A modified indemnity coverage. 

It was also recommended that coverage of reservists under the Fed- 
eral Employees Compensation Act be terminated. 

In view of the fact that the record of these exploratory proceedings 
already reflects the views of the Department of Defense concerning 
the major features of these benefit elements, I shall confine my remarks 
to those areas in which the presently proposed plan differs from the 
plan originally supported by the Department of Defense. 

The retention of death gratuity essentially as is provided by pres- 
ent law, that is, 6 months’ basic and special pay, with minimum 


payment of $800 and a maximum of $3,000 is completely acceptable 
to the Department of Defense. : 

The Department of Defense supported the recommendation that 
the military services be brought under the provisions of the social- 
security system on a permanent and contributory basis; the coverage 
for the individual member to be computed on the basis of gross pay. 


Under the committee’s proposal, the military services would be 
placed under the social-security system on a permanent and contribu- 
tory basis with coverage to be computed on the basis of basic pay 
rather than gross pay. ; 

The modification contained in the committee’s proposal has distinct 
advantages over the gross pay coverage system in that it will reduce 
by almost half the social-security contribution required of service 
personnel in the lower pay grades. 

Normally, this reduction would also reduce the survivor benefits 
payable to the families of such service personnel when there are two 
or more children in the family group. 

_ However, the committee’s proposal would provide a supplementary 
VA benefit payable for the second and each additional child. This 
benefit would amount to $20 per month for each child when the basic 
pay or average monthly wage of the deceased service member for 
social-security purposes is less than $135 per month. This supple- 
mentary benefit from the Veterans’ Administration would thus pro- 
vide the additional income normally not available to the widow with 
more than one child. 

The Department of Defense advocates the basic-pay method in the 
application of social-security coverage to military personnel. 
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In addition to the general application of Social Security coverage 
to service members, numerous modifications of the Social Security 
Act itself are required. ¢ , 

These modifications are necessitated ote of the many unique 
problems created by the incorporation of Social Security as an integral 
component of our survivor benefit system. _ 

Our study of the committee’s proposal indicates that in most respects 
these modifications appear to have been covered. f 

Particularly gratifying is that part of the committee’s proposal 
which would grant social-security benefits to families of deceased 
World War II personnel. I refer to those who have been denied 
such survivor benefits because of the deceased service member’s fail- 
ure to acquire the necessary six quarters of Social Security coverage 
prior to his death. ‘ ; ] 

This provision, and others, such as the granting of an immediate 
currently and fully insured status to military personnel, provide the 
sound basis necessary for the equitable protection of all our personnel 
under Social Security. ; 

The Department of Defense in considering the problem of Service- 
men’s Indemnity coverage, supported earlier recommendations which 
would provide a smaller indemnity benefit payable beyond the pres- 
ent 10-year period and until death or remarriage in the case of the 
surviving widow. 

This modification was advocated because of the obvious need for 
a change in the unfortunate “feast and famine” character of present 
survivor benefit payments which, under present laws, drop drastically 
after 10 years. 

Under the committee’s proposal, the serviceman’s ‘indemnity: pro- 
tection would be eliminated entirely. In its stead, the committee 
proposed to substitute for this loss of income, an increase in the 
monthly VA death benefit payable to eligible survivors. 

The Department of Defense subscribes to this proposal since the pro- 
tection now provided by Servicemen’s Indemnity would be merged 
with that of VA death compensation, and would, as a consequence, 
automatically eliminate the present objection created by the abrupt 
drop in survivor benefits after 10 years. 

The decision of the select committee to permit present holders of 
USGLI and NSLI insurance policies to retain their entitlement under 
these policies with no offset against possible ultimate survivor benefits 
is fully endorsed by the Department of Defense. 

The contractual rights of those presently holding such insurance 
would be preserved which is an important consideration. 

The committee’s proposal establishes a new death compensation 
benefit formula consisting of a base figure of $100 plus 15 percent of the 
“basic pay” of the deceased service member. 

.Under the formula originally endorsed by the Department of De- 
fense, the principle involved was essentially the same, except that the 
benefit would be 20 percent of the “basic pay” and allowances of the 
service member with a specified minimum. Our concern with the 
formula under which VA death So benefits are computed 
stemmed from a positive conviction that there would be a direct rela- 


tionship between the years of service and earnings of the serviceman 
and the amount of survivor benefits payable to his family since, in 
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fact, the benefit is a form of deferred compensation. The formula 
adopted by the committee recognizes this principle. 

An examination of the application of the formula reveals a tre- 
mendous improvement in the VA benefit provided a surviving widow. 
The widow of a young man in the lowest pay grade of E-1 who has 
been on active duty less than 4 months, would be eligible for a guar- 
anteed VA benefit of $112 monthly for the remainder of her unre- 
married lifetime. This benefit is a marked increase of 60 percent over 
the present peacetime benefit of $69.60. 

Mr. Teacue. May I interrupt you right there? 

Admiral Grenrett. Yes. 

Mr. Tracue. Is it fair to use the $69.60 asa comparison ? 

Admiral Grenreit. Only because we are now in the peacetime con- 
ditions did we use that, sir. Maybe it isn’t fair, but we used it because 
we are thinking of the current peacetime conditions, Mr. Teague. 

Mr. Tgacur. What percent of all of the survivors roles today are 
drawing the $69.60 or the $87 ? 

Admiral Grenre.t. Very few, I imagine, sir. 

Had this service member also been survived by a child, his widow 
would then be eligible for a benefit from Social Security amounting to 
$64.40 per month—these two benefits together will total $176 nauihiy 
or 226 percent of his basic pay of $78 per month. 

Similarly, the widow and two surviving children of an E-3, an 
Army private first class with less than 2 years of service would receive 
VA compensation amounting to $114.91 plus $79.80 from Social 
Security plus an additional $20 from the VA for the second child—a 
total of $214.71. This total represents a survivor benefit amounting to 
more than 216 percent of the service member’s basic pay at the time of 
his death. 

This formula also applies most favorably to surviving widows of 

previously deceased personnel. The maximum benefit payable to any 
of these widows under present rates is $87 per month. 
_ Under the proposal these widows would be provided the increase 
in benefits prescribed by the new formula, that is a monthly benefit 
ranging from a minimum of $112 to a‘maximum of $261. This in- 
crease in benefits for these widows represents one of the most impor- 
tant features of the proposed plan. 

A significant aspect of the committee’s proposal, and one which will 
appeal to our service personnel, is the absolute simplicity of the pro- 
posed program. Heretofore, an unfortunately large percentage of 
servicemen simply were not able to comprehend the survivor benefit 
protection which applied to them. As a consequence, this lack of 
a has sometimes jeopardized their families’ economic 

uture. 

_Under this program, there will be no further reason for this con- 
dition to exist since the program involves only two sources of monthly 
benefits—with both the sources and the amount payable being easily 
ascertained. 

Also, the administrative shortcut, proposed in the committee’s plan, 
which permits a surviving widow to submit a single application form 
for the benefits provided by both Social Security and the Veterans’ 
Administration, is most desirable. 

This is particularly true since the administrative change will elimi- 
nate most of the present confusion experienced by our widows when 
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ee confronted with the necessity of applying for survivor 
yenefits, 

In summary, the Department of Defense strongly recommends the 
early enactment of the proposed Uniformed Services Survivor Bene- 
fits Act. This plan, if enacted into law, will for the first time estab- 
lish a simple and equitable program of survivor benefits which is com- 
pletely integrated within the existing fabric of our present Federal 
survivors benefit system. 

The proposal provides complete coverage for our young men re- 
quired by law to perform military service, along with complete and 
integrated coverage for our Reserve and career military personnel. 

It is a program which because of its comprehensive nature should 
preclude the necessity for supplementary legislation as time and future 
conditions might otherwise require. 

This plan will establish a new and realistic level of benefits for sur- 
vivors of military personnel dying in the future; it provides genuine 
increases for widows presently receiving VA compensation; it will 
assure our veteran and retired personnel that their survivors will be 
given adequate protection; it will also give our Reserve and civilian 
soldiers on active duty the knowledge that their survivors are pro- 
tected. Finally, it will take care of our career military personnel in 
a manner which will give them increased dedication to their choseh 
profession. 

In closing, Mr. Chairman, I wish to submit for the record a letter 
from the Secretary of Defense, Mr. Charles E. Wilson, affirming De- 
partment of Defense support of the select committee’s proposal. 

Also, I wish to submit a list of observations made in connection with 
our study of the proposed bill, These observations, which are gen- 
erally minor in nature, are submitted, Mr. Chairman, for possible con- 
sideration by your committee in the development of the final draft of 
this legislation. 

Thank you, gentlemen. 

Mr. Harpy. We certainly do thank you, Admiral. 

I think before we start into questioning, you have a letter there from 
Secretary Wilson. I believe that the committee would like to have 
you read that letter into the record, if you will. 

Admiral GRENFELL. Yes, sir. 

Mr. Hardy, the purpose of this letter is to state the views of the 
Department of the Defense on the proposed Uniformed Services Sur- 
vivor Benefits Act which has been developed'by your select committee 
(committee print No. 3 dated June 3, 1955) : 


The revised proposal now under consideration has been studied thoroughly. It 
contains the major elements of the plan recommended by the Department of 
Defense on April 28, 1955. The all-important principles of graded dependency 
compensation and contributory participation in social security have been pre- 
served. The elimination of the Federal Employees’ Compensation Act benefits for 
eertain reservists, the elimination of future benefits under the Servicemen’s 
Indemnity Act of 1951 and the revised death gratuity formula all make for 
greater equity and simplicity. 

The Department of Defense strongly supports this legislation. The Bureau 
of the Budget has advised that enactment of legislation along the lines of the 
bill proposed by your select committee would be in accord with the program of 
the President. 

Sincerely yours, 
C. E. WILson. 
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Mr. Harpy. Thank you very much, Admiral. 

Now, you have submitted also some observations on specific parts of 
this bill. Without objection they will be inserted in the ractand at this 

point. 
(Observations on specific sections of committee print No. 3, sub- 
mitted by the eal tay of Defense, appears as Appendix V.) 

Mr. Carnes. Admiral, can you give the committee assurance that 
these are fairly minor in nature? 

I mean, there are no sweeping changes that you propose ? 

Admiral GrenFe.u. I would say ay are minor, Mr. Carnes. 

We felt they were minor. 

Mr. Carnes. I think it might be a good idea if you would run 
through them, briefly, without necessarily reading them, with a com- 
ment on them so that the committee and the folks present can get a 
general idea as to what you propose. 

We will be glad to have you do it with the help of your able 
assistants. 

Admiral Grenre... I think the first one is fairly self-explanatory. 

This is the one that came about as the result of adding the $20 
extra beyond the widow and 1 child, and we found it did make for 
some inversion between E-3 and 4 grade. 

Mr. Harpy. Is that the only place ? 

Admiral GrenFe.u. Well, it started there, but of course it would 
continue on. 

The chart that we have submitted on page 2, we feel will correct 
that inversion problem. 

Mr. Harpy. That is purely an arithmetical proposition, I take it. 

Admiral Grenrewu. Yes, sir. 

Mr. Harpy. And the adjustment would not make any substantial 
difference at all; is that right? 

Admiral Grenre.i. That is our belief, sir; yes, sir. 

Mr. Carnes. Mr. Chairman, the actuary of the committee: this 
matter was called to his attention by someone else, and he has been 
working 2 days to try and correct this very thing. He feels that he 
has hit upon a solution to do away with the inversion. 

So I think the two together perhaps will result in some table or 
formula or dollar amount that will correct that condition. 

Mr. Harpy. In substance this is purely a matter of computing a 
scale which will prevent inequities in accordance with pay grades, 
I take it? 

Admiral Grenrecy. Yes, sir. 

Mr. Harpy. And that is the kind of a thing that would normally 
have to be worked out in the markup of a bill anyway. 

Admiral Grenrety. Yes, sir. 

Mr. Harpy. Go ahead. 

Admiral Grenreti. The next one has to do with the child incapable 
of self-support. I know that has been discussed by your committee, 
but we couldn’t find it in the committee print. 

We just bring it to your attention in case it was left out. 

Mr. Bares. I thought that was in the print, Admiral. 

Admiral Grenreti. This is the case of an incompetent child still 
with the mother. 

Mr. Bares. Over 18. 

Admiral Grenrety. Yes, sir. 
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Mr. Carnes. The committee print, Mr. Bates, deals with the incom- 
petent child who is alone over 18. The point there is incompetent 
child who remains with her mother as well. 

Mr. Teacue. Didn’t the committee accept that? 

Mr. Carnes. Yes, sir; they did. 

And the people drafting the bill I think will make that correction. 

Mr. Teacvr. Did the committee also accept the provision that a 
widow who remarries and then separates again if she has a dependent 
child she could go back on the rolls, didn’t the committee accept that ? 

Mr. Carnes. Yes, sir; however, that decision was made after Com- 
mittee Print No. 3 had been printed. 

irene: I think both of these were made after the print was 
printed. 

Mr. Tracve. Did you understand that provision, Admiral, that a 
widow that remarries and is again separated or again widowed or 
divorced or separated that if she has dependent children she can go 
back on the rolls, otherwise, she could not, unless she had some kind 
of dependent provision ? 

Admiral Grenrec.. I didn’t know that was in here. No, sir. 

Mr. Bares. We talked about it at length. I don’t recall coming to 
any definite decision on that. Would that apply after the children 
have become of age ? 

Mr. Teacur. Dependent children. 

Mr. Bares. That is what I say, dependent children, involving the 
widow as well. 

Would the emoluments of the widow continue after the children 
become of age? 

Mr. Tracur. They wouldn’t be dependent children. 

Mr. Harpy. Unless it was the kind of a child incapable of self- 
support, as the admiral just mentioned. 

But in that case that child would still be on the rolls anyway. 

Mr. Teacur. The widow would not. 

Mr. Harpy. The widow would not. 

And that, I think, is something we may need to think a little more 
about, whether or not a widow with a child over 18 who is incapable 
of self-support, when that child is already to be eligible on the rolls, 
whether we would permit that type of a window to come back on. 

I don’t think that 1s what you had in mind. 

Allright, Admiral, go ahead. 

Admiral Grenrett. The next one has to do with social-security cov- 
erage for members retiring between 1947 and 1950. Apparently, this 
committee print takes it from 1950 on for social-security coverage. 
We felt that it should go down back to 1947. 

Mr. Carnes. Why should it go to 1947 any more than back to Sep- 
tember 16, 1940. 

Mr. Harpy. I doubt whether it is appropriate to get into that. That 
is a very highly technical discussion that is going to be involved, and 
I doubt if we ought to undertake to do that at this session this morning. 

That is another type of thing that it might be necessary to. give 
further consideration to when the committee is marking the bill up. 
I shall certainly want to go very carefully into the discussion that you 
have here. But there are some other basic considerations involved in 
fixing any date, and the committee did pick that particular date for 
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a reason which may or may not be valid, but that is something that 
we will have to determine. 

I think if we get into that here now we are liable to get bogged down. 

Admiral Grenre.u. Yes, sir. 

Mr. Harpy. I am sure Mr. Kean will want to express himself on 
that to considerable extent. But I think it would take a right good 
while. 

Mr. Kean. I think it would. 

Mr. Harpy. I think we ought to pass that over. 

Mr. Carnes. You understand the date in the bill was the date of 
the new start. It was not just an arbitrary date. 

Admiral Grenretz. I understand. The next one I know was dis- 
cussed by your committee but we wouldn’t find provision for it in the 
committee print, has to do with the multiple death, the Sullivan 
brothers problem of World War IT. 

Mr. Carnes. That was decided there should be multiple benefits. 

That should be in the next committee print. 

That was Mr. Kilday’s proposal. 

_(Mr. Teague aside to Mr. arnes. ) 


Mr. Carnes. The multiple VA compensation benefits as well as the 
6-month death gratuity. 

As of the present time, all compensation is to be included as in- 
come except charities. Mr. Kilday suggested and it is my understand- 
ing that the committee agreed that where they are receiving benefits 
from a prior serviceman’s death that those VA benefits will not be 
considered as income in determining their eligibility for a second 


serviceman’s death. 

Mr. Tracur. (Aside to Mr. Carnes.) 

Mr. Carnes. This would just be VA compensation as it relates un- 
der this bill. 

But a mother and father under the tentative agreement of the com- 
mittee could get benefits for 2 children, having lost 2 sons in the service 
and the way that would be is that the benefits received by virtue of 
the first son’s death would not be included in the income limitations 
to qualify her for the second son’s eligibility. 

Admiral Grenrett. The last observation, sir, has to do with post- 
service insurance coverage, is one that Miss Pepper picked up yester- 
day in reviewing the committee print again. 

believe it has to do with the National Guard man who was pro- 
vided for under the Servicemen’s Indemnity Act when he came on duty 
for less than 30 days’ service. | 

Mr. Carnes. Admiral, the committee is aware of that error and the 
legislative counsel’s office, who is assisting the committee in drafting the 
bill, has already written language here to take care of that specitic 
provision, 

We have that here. 

Admiral Grenretu. Those are the only observations we have had, 
sir. 

Mr. Harpy. Thank you very much, Admiral. Any questions from 
members of the committee? 

Mr. Bates? 

Mr. Bates. No. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No. 





418 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


Mr. Harpy. Mr. Teague? 

Mr. Teacur. No. 

Mr. Harpy. Mr. Carnes? 

Mr. Carnes. Yes, sir. 

Admiral, I have a few questions I would like to ask you about your 
statement. 

On page 3, sir, you talk about the modification contained in the 
committee’s proposal has a distinct advantage over gross pay in that it 
requires a lower contribution from the serviceman, itself. 

It likewise causes a lower aggregate contribution from the Govern- 
ment, as well. 

Don’t you consider that to be an advantage of the plan ? 

Admiral Grenrewu. Yes, sir. 

Mr. Carnes. All right, sir. 

The other thing we have already briefly touched on, I wanted to 
point out to you as well as to the others present, that $20 per month 
figure for each child was a figure we inserted primarily for working 
a 

e actuaries’ computations may dictate that that should be $17 or 
$21, so that will be adjusted to take care of these inversions of which 
we have already spoken. 

You say this supplementary benefit from the Veterans’ Administra- 
tion would thus provide the additional income normally not available 
to a widow with more than one child. That isa widow with more than 
one child whose husband had an average wage credit of less than $135. 

Admiral GrenreLh. Yes, sir. 

Mr. Carnes. I think that that should perhaps be made a little clear. 
Further down on page 3, about 7 lines up from the bottom, talking 
about the modification, you say these modifications are necessitated 
by virtue of the unique problems of which you refer to have been satis- 
factorily solved by the committee in its proposed draft bill. 

Admiral GrenFre.tn. We feel so, yes, sir. 

Mr. Carnes. Are there any to your knowledge that have not been 
solved which you did not mention in your addenda to your statement 
this morning ¢ 

Admiral Grenreu. None that I can think of, sir. 

Mr. Carnes. All right, sir. 

Well, the only reason I ask that is you say our study of the com- 
mittee’s proposal indicates that in most respects these modifications 
have been covered. There seems to be an air of reservation there. 
You say many and then you come back and say most. Is there some- 
thing the committee hasn’t done that the Department of Defense 
would like to have done? 

Admiral Grenrexit. Just the one point we brought out there in 
observation No. 3. 

Mr. Harpy. Mr. Carnes is really pinning you down here this morn- 
ing, Admiral. [Laughter.] 

Mr. Carnes. I mean I just sensed that you had some reservation 
and I am certain within reason that the committee would want to 
clear the reservation up. 

Admiral Grenrett. This is the one I think we referred to, Mr. 
Carnes, observation No. 3 on page 3, the one of the 1947 to 1950 deal. 

Mr. Carnes. All right. 
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Let’s proceed on to page 5, the second paragraph, where you are 
talking about the committee’s pro 1 establishing a new compen- 
sation formula of a base of $100 plus 15 percent of the basic pay of 
the deceased serviceman. 

I realize that this has only been out a few days, but have you all 
had any reaction at all as to what the servicemen think of this par- 
ticular proposal ¢ 

Admiral Grenrett. I think it is much too soon, 

I don’t think our servicemen have had time to get the news yet, Mr. 
Carnes. 

I think after this weekend maybe, yes, because the service, a great 
many of the service magazines, weekly periodicals attended the press 
conference that we had Monday in the Department of Defense. 

I think this press conference will reflect the whole thinking on this 
bill in this weekend’s publications. Then we will be able to tell better, 
we will be getting queries and questions from the field. 

But so far I don’t think enough of our people know about it to ask 
any questions as yet or make any comments. 

Mr. Carnes. All right. 

Down at the bottom of the page, where you talk about the VA bene- 
fits of $112 monthly for her unremarried lifetime. I think we ought 
to mention that they still would get the $600, 6-month death gratuity, 
this widow would likewise get a small payment of $160 or $165 mini- 
mum from social security. 

I think we ought to bring those in because it is practically a thou- 
sand dollars she is being given to tide her over that period. 

Admiral Grenre.. | agree, sir. 

Mr. Carnes. I think the committee is grateful for the cooperation 
that you all gave us in preparing some illustrative cases of the exist- 
ing benefits and new benefits. 

You recall that last Friday at the request of the chairman you all 
agreed to assist us with that. I ‘think it was unfortunate the point 
that Mr. Teague made has been repeatedly called to our attention 
through people who received that information that we are trying to 
maximize the differential by having used $69.60 instead of the $87. 

Several people have been critical of us for having done that, but I 
am sure it wasn’t the intent of the committee nor your intent in as- 
sisting the committee to try to paint the picture any worse than it is. 

Admiral Grenrety. That is correct. 

We have adopted the philosophy in our task force that in view of 
the fact that this is a bill for the future, and we are now in peacetime 
conditions, we will try to look at it from the peacetime setup, sir. 

Mr. Tracue. I read the figures, sir, it is 800,839 deceased veterans 
and out of that there are 18 veterans that come under the provision 
you are using. 

I think it is misleading. 

Admiral GrenFreLt. We didn’t mean it to be, sir. 

Mr. Carnes. On page 7 right in the very center of the page, you 
said it is a program, referring to the bill, it is a program which be- 
cause of its comprehensive nature should preclude the necessity for 
supplemental legislation as time and future conditions might other- 
wise require. 

The assurance that the committee wants is that you all are not appar- 
ently supporting this bill and apparently, you are not supporting it 
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with the intent that you will support this bill as a broad basic prin- 
ciple, but that there are some things in here that you just don’t par- 
ticularly like, and you hope that next year or the following year, that 
you will be able to amend it so as to bring it around a little closer to 
the Department of Defense’s thinking. Now, is this bill so substan- 
tially different in levels of benefits-or anything else that even in the 
back of your mind you are contemplating any significant amendments 
within the next year or two years? 

Admiral Grenretz. Not at this time, I can assure you of that, sir. 

Mr. Harpy. I sort of got the impression from one statement that he 
had in here. I don’t know whether I can put my finger on it now, but 
I thought that you had a statement indicating that—here it is, “It is 
a program which because of its comprehensive nature should preclude 
the necessity for supplementary legislation at a time when future con- 
ditions might otherwise require.” 

I trust that you meant that? 

Admiral Grenre.. I certainly did, sir. [Laughter.] 

Mr. Carnes. Well, Admiral——[ Laughter. 

Mr. Tracur. Well, we will have to call you back to Washington in a 
couple of years, Admiral, to get that restated. 

Admiral Grenre.u. I understand I am going to be here for a couple 
of more years, sir, [hope. [Laughter.] 

Mr. Carnes. To make the final statement on this, this bill that the 
committee is advocating and which you are supporting is just a little 
less than perhaps you all had hoped to have gotten by way of legisla- 
tion a year ago; is that true or not true? 

Admiral Grenrext. It isa little less than plan A, yes, sir, and a little 
less than we had hoped for, but we think itis certainly very adequate 
in all respects now. 

Mr. Carnes. And that this endorsement of Mr. Wilson and your 
statement is a genuine statement, you don’t have any reservations 
about it at all? ; 

Admiral Grenreti. No, sir. We have one thought in mind we 
would love to see this bill passed this summer. 

Mr. Carnes. All right. 

Mr. Harpy. Thank you very much, Admiral. 

Mr. Tracur. Admiral, I understand that it is possible the American 
Legion may propose since we are cutting out this amendment that we 
consider extending the same type of insurance to armed services per- 
sonnel that we did the civil-service employees last session of Congress. 

Have you people given any thought to that ? 

Captain Hoyr. I have discussed that—— 

Admiral Grenreti. I would like Captain Hoyt to answer that, 

lease. ‘ 
. Captain Hoyt. With certain friends of mine in the insurance in- 
dustry. The civil service group insurance is underwritten by private 
insurance companies, and Ebatiovencd don’t want to put words in their 


mouths, they have very fine people and representatives here in Wash- 
ington—but I have talked about that particular thing ever since the 
civil service group insurance was first talked about, in fact even 
sooner. 

The companies themselves, due to the fluctuating of the services and 
the rapid turnover are not crazy about the idea, at least I don’t think 
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that they’d look on it with any great favor. None of my friends have 
ever 

Mr. Teacue. I don’t know that they will even propose it, but I know 
it has been thought of. 

Captain Horr. You see our big cost of benefits come in waves, you 
see what I mean, it would be a very hard thing for a company to under- 
write, very hard thing for them to do. 

Mr. Carnes. Captain, what is the contribution required of the Fed- 
eral Government under the present group plan, percentagewise / 

Captain Horr. Well, at the moment they are putting in a third of it. 

Mr. Carnes. And the insured is putting in two-thirds ? 

Captain Horr. That is right, but that money is going into a fund, 
and the man’s proportion is not subject to much fluctuation, but the 
Government’s proportion could be. And actually I think that 

Mr. Carnes. Well, in anticipation of the fact that the question may 
be raised inasmuch as Mr. Teague has already said that possibility 
exists, I would apptpeinte it if you all would make available to the 
committee a rough estimate on the present strength and availability of 
this insurance, what it would cost the Federal Government as its con- 
tribution if such insurance was available. I appreciate your thinking 
about it. I know with the mass of statistics that you have available 
already that it is just a question of applying them to a certain set of 
circumstances, 

Captain Hoyt. Of course, you understand it would be in the nature 
of a guess. 

Mr. Carnes. Yes; we realize that. 

Captain Hoyt. I doubt very much that any insurance company 
would take the soldiers and sailors on the same basis that they take 
the civilians. 

Mr. Harpy. I think in order to do any thorough study of that or 
give any real consideration to it, that there are a lot of factors that 
would have to be understood a whole lot better than they are now. 

And it may be that we are a little premature in talking about that 
possibility, because there are so many complications involved in this 
thing. That might involve complete—well so much delay and so 
much effort that we'd get bogged down. I certainly hope it won't 
get into that kind of shape. 

I am not sure that would be the situation. But at least a lot of 
consideration would have to be given to a propostion of that kind. 

Any further questions ¢ 

Mr. Carnes. No, sir. 

This may be the last chance that the Department of Defense will get 
to testify. Other than the thanks which you have already expressed 
to the three gentlemen who testified this morning, of course, there 
are a great many others. Miss Pepper from ke legal staff of the 
Department of Defense contributed significanfly to the drafting of 
this bill. We are grateful for her time. She spent many nights over 
here trying to get this bill out, with Mr. Menger. 

Mr. Harpy. In addition to that Miss Pepper has contributed a great 
deal just by her presence. [| Laughter. } 

She has been very faithful and I felt if we really struck a snag 
we had her to fall back on. So we do appreciate her help and that 
of so many others down in the Defense Department. The fact of 
the matter is maybe I was planning to give Miss Pepper a chance 
to say anything she wanted to say. 
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Would you like to testify, ma’am ? 

Miss Pepper. No, thank you. 

Mr. Harpy. The committee is most grateful for your help. Thank 
you so much, Admiral, and the rest of you gentlemen, as well as the 
colonel who took himself away. He figures maybe we weren’t going 
to call on him. 

Colonel, did you want to say something ? 

Colonel SrerpHens. No, sir, if you are looking at me. [Laughter.] 

Mr. Harpy. Well, thank you very much. 

Admiral Grenrett. Thank you, sir, very much. 

Mr. Harpy. Now, we would like to have some comments from the 
General Accounting Office, Mr. Eckert and Mr. Nelson, if you gentle- 
men will come up. 

Did you bring any cohorts along ? 

Mr. Ecxerrr. I don’t know that we will need them. If we need 
them, could we holler ? 

Mr. Harpy. Yes, indeed. Or you can bring them up with you as 
you see fit. 

You two fellows have been most helpful all the way through the 
consideration of this matter. The fact of the matter is back 2 or 3 
years ago we were working on this together. So it is a subject that 
you have been into very thoroughly, and the committee is plead to 
have you with us this morning to give us your reactions and your view 
to the committee print which was released last week. 

Mr. Eckert, are you going to carry the ball? 

Mr. Eckert. Yes. [appreciate that, I don’t know whether we want 
to go back those years or count those years, it makes us all too much 
older. 

Mr. Harpy. There isn’t much we can do about that. 

Mr. Ecxert. I might say before we get into this statement that as 
the chairman knows we consistently over the years have advocated 
this type of a look-see by the Congress into this broad program. 

We are very pleased, of course, and have expressed it to the com- 
mittee that they have undertaken this, and we hope the bill that will 
come out will at least simplify and make more uniform the benefits 
under this really complex system. 

Mr. Harpy. Thank you, sir. Now, you have a prepared statement, 
I believe ? 

Mr. Eckert. I have, Mr. Chairman. 

Mr. Harpy. Just go right ahead, Mr. Eckert and present it as you 
see fit. 


FURTHER STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE 
ATTORNEY, GENERAL ACCOUNTING OFFICE 


Mr. Eckert. Mr. Chairman and members of the committee, we 
appreciate the opportunity to appear before the committee to express 
the views of the General Accounting Office on the draft of a bill to 
provide benefits for the survivors of members and former members 
of the uniformed services. 

The draft bill has been drawn based on the findings of the com- 
mittee after considerable research and study and hearings held by the 
committee in which it has been our privilege to have staff of the Gen- 
eral Accounting Office participate. 
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In our original report to the committee upon its inception we set 
forth certain basic principles which we felt should be incorporated 
in any program designed to provide survivor benefits for members 
of the armed services and for veterans whose death is attributable to 
service, 

These basic principles are : 

1. Substantial uniformity of treatment to widow, children, and 
dependent parent survivors of servicemen and of veterans whose 
death is attributable to service. 

2. Adoption of the social-security system for all military personnel 
with the addition of certain compensation features to reflect the obli- 
gation of the general public to the survivors of those who lost their 
lives in service or because of service. 

3. Limiting benefit payments to surviving widows, children under 
18 or under 21 while in full-time attendance in school, and to dependent 
widowers and dependent parents where a true dependency relation- 
ship is proven to exist. 

4. Payments to widows or children without reduction when pay- 
ments are made to truly dependent parents. 

5. The reduction of military retirement pay—tax-supported retire- 
ment pay—at age 65 by the amount of social-security retirement bene- 
fit or at least 50 percent thereof representing the employer’s contribu- 
tion to social security. 

6. The payment of a more nominal and fixed amount in lieu of the 
6-month death gratuity. 

The propentl bill adopts generally these basic principles. The pro- 
posed program would be clearly advantageous over the present exist- 
ing highly complex system of benefits, would provide greater uni- 
formity of treatment and is believed to represent more nearly appro- 
priate recognition of the Government’s obligation to its service 
personnel. 

Thus, from the broad standpoint of the overall program designed 
for survivor benefits, the General Accounting Office is in substantial 
accord with the approach taken in the bill. However, we have certain 
reservations with respect to the manner in which these basic principles 
are implemented. 

The bill proposes to revise the 6-month death gratuity to provide 
the payment of a more nominal range of benefits and to this extent 
we are heartily in accord with the bill. However, the bill contains 
provisions with respect to the death gratuity which would make ad- 
ministrative determinations of questions of law final and conclusive 
on the accounting officers and to relieve disbursing and certifying 
officers of liability of erroneous payments made in the absence of 
fraud, gross negligence or criminality on their part. 

The proposal to make administrative determinations of questions 
of law final and conclusive, thus making officials, agents, and servants 
of the Government the final arbiters of their own authority or the 
final judges of their own acts, is contrary to the basic precepts of 
representative government. 

While it may be necessary in cases of emergency to clothe adminis- 
trative officers temporarily with extraordinary authority, the present 
proposal is no emergency measure but is proposed as permanent law 
to confer on the future, as well as the present, officers of the different 
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departments an extraordinary authority and freedom from account- 
ability. 

The 6-month death gratuity program has been in effect for many 
years without the granting of such final and conclusive authority and 
we are unaware of any justification for action of this nature on such 
program. We are Te ae to these provisions and recom- 
mend most strongly that a eleted from the bill. 

The following basic problems we believe might well receive further 
consideration by the committee : di 

We agree with the extension of social security to the military. 
However, we feel that the adoption in the draft bill of the basic pay 
formula has certain disadvantages. Base pay would grant most men 
serving on active duty substantially lower wage credits than are nor- 
mally earned in private life and less than the Government has been 
providing all service personnel since 1940 under the $160 free wage 
eredit. We feel that the gross pay method would provide a better rela- 
tion to the person’s earnings in private employment, and would pro- 
vide more equitable treatment to widows and children in the lower 
ranks. In any event, it would seem that the Government should 
guarantee a minimum primary insurance amount of $70.50 which 
would grant the serviceman a benefit not less than that provided by 
the Government as a free wage credit since 1940. 

Under current laws and regulations the dependency standards ap- 
plied to parents are extremely liberal, permitting parents to receive 
death compensation without being in fact dependent upon the member 
during his lifetime or at the time of the member’s death even though 
there may be other children fully able to support them. These parents 
may also receive various other Government benefits without consider- 
ing such benefits as other income for purposes of determining eligi- 
bility to receive death compensation. 

Furthermore, dependency generally is held to exist when monthly 
income from sources considered does not exceed $105 for a mother 
or father not living together or $175 for a mother and father living 
together, plus $45 for each additional member of the family con- 
sidened dependent. 

The gravity of this situation can best be described by citing some 
figures compiled by the Veterans’ Administration, As of June 30, 
1954, there were 332,845 parents and 273,853 widows and children on 
the death compensation rolls, or approximately 55 percent and 45 
percent, respectively, 

We believe that this matter presents an extremely serious problem 
and suggest correction of the present situation, in terms of future 
eligibles, to more accurately reflect the true dependent parents situa- 
tion resulting from death of men in the military service. 

The bill under consideration offers a corrective measure in the sense 
that a sliding or graded income formula is.utilized to which the Gov- 
ernment would add a monthly benefit up to a certain total income level. 
However, we strongly believe that the provisions of the bill dealing 
with dependent parents should be further strengthened by tightening 
up the dependency criteria and incorporating in the bill certain other 
requirements designed to prohibit payment to parents who are not 
truly dependent. ; 

We have developed language for incorporation in the bill designed 
to stipulate that generally dependency will not exist unless parents 
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suffer disability, or were dependent upon the serviceman at time of 
death with satisfactory proof furnished and still dependent at time 
of application, or are over 65 years of age in the case of a father and 
55 years in the case of a mother and cannot locate suitable employment, 
or reach the ages of 72 and 60 for father and mother, respectively. 

In addition, they would have to meet the income limitation in each 
case. Appropriate language will be furnished the committee staff and 
we urge committee’s serious consideration of this basic problem. 

We are concerned that the present bill does not provide for an offset 
from the dependency and indemnity compensation benefits of a rea- 
sonable amount representing insurance benefits received or being re- 
ceived by persons presently on the rolls who are afforded an oppor- 
tunity to elect to the new benefits. 

It is our view that this highly subsidized insurance benefit, for which 
the Government has already put up $4.5 billion of appropriated funds, 
should be offset to provide more uniform treatment between the bene- 
ficiaries now on the rolls and those who come on the rolls in the future. 

If no offset is applied, it will cost the Government $200 million to 
$400 million over the life of the program. Further, it is believed that 
failure to offset might result in pressure for the opening of the insur- 
ance program due to the preferred treatment given those with insur- 
ance. 

We have consistently questioned the propriety of the proposal to 
make the retirement features of the social-security program completely 
additive to the noncontributory retirement benefits presently existing 
for members of the armed services. 

It is our view that such action is neither necessary nor required and 
will tend to increase the existing disparity between retirement benefits 
for the military and those provided for civilian employees of the 
Government. 

Further, if social-security retirement benefits are to be completely 

additive to existing retirement benefits, retired members will in some 
instances receive substantially the same amount in retirement as their 
base pay while on active duty and more than 70 percent of their gross 
pay. 
We think it is highly questionable whether this situation is in the 
best interests of the Nation. We urge that the military retired pay be 
adjusted at age 65 by some factor that properly recognizes the addition 
of social-security retirement benefits at that age. This would appear 
to be in keeping with the recommendation of the Kaplan Committee 
with respect to the assimilation of the civilian retirement programs 
with social security. 

We question the propriety of the inclusion under this legislation of 
commissioned officers of the Public Health Service and the Coast and 
Geodetic Survey. These officers are generally similar to Reserve offi- 
cers of the Army in their relationship to the military forces for active 
military service. We concur with the committee that the commissioned 
officers of both the Public Health Service and the Coast and Geodetic 
Survey should be entitled to the military benefits proposed in the bill 
whenever these officers are on detail for duty with the military forces 
or while they are part of the military forces of the United State pur- 
suant to Executive order of the President. During other periods, how- 
ever, these officers are not part of the active military forces and, there- 
fore, should not be entitled to such benefits. 

65018—55——_28 
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Under present legislation, commissioned officers of the Public Health 
Service an the Coast and Geodetic Survey are covered by the Federal 
Employees Group Life Insurance Act of 1954 and the Federal Em- 
ployees Compensation Act. It is suggested that this coverage be con- 
tinued. : aay e 

To provide appropriate survivor ena it is suggested that the 
commissioned queen of the Public Health Service and the Coast and 
Geodetic Survey be included on a contributory basis under the pro- 
vision of the Social Security Act. er iey 

This provision would permit a continuity of social-security covera 
for the entire service of the officer rather than coverage only while in 
active military service as is provided in present legislation. Under 
this proposal, the officer and his family and dependents would have 
full, continuing protection and additional retirement benefits under the 
provision of the Social Security Act to which they are not entitled at 
the present time. 

It is our understanding that it was intended to provide benefits for 
children over 18 but not over 21 years of age while attending school. 
We desire to point out that the present bill does not provide such 
coverage. 

A general observation regarding section 203 of the bill is that addi- 
tional language is needed to cover a situation where a child is not in 
the care of his mother because she is deceased or divorced from the 
serviceman and he leaves his second wife as a surviving widow. In 
such case, the surviving widow would receive dependency and in- 
demnity compensation at rates ranging from $113 to $261 per month 
and the children not in her care would not be entitled to the dependency 
and indemnity compensation provided in section 203 (a). 

It appears to us that in such circumstances the children should be 
entitled under section 203 (a) although there is a surviving widow 
who likewise is entitled to dependency and indemnity compensation. 

The bill apparently contemplates uniform definitions of eligible 
beneficiaries for all the benefits—dependency and indemnity compensa- 
tion, death gratuity, and social security. We believe that the defini- 
tions of widow, child and parent for social security purposes should be 
the definitions now prescribed by the Social Security Act. 

Otherwise, some persons might receive social-security benefits under 
this bill who would not be eligible under the Social Security Act 
definitions. Thus, a parent might receive monthly social-security 
benefits even though not age 65 or not dependent for chief support upon 
the decedent at the time of his death, or a child after attaining age 18. 

It is our view that the definitions and conditions of entitlement pre- 
scribed by the Social Security Act should govern the determination for 
the beneficiaries eligible for social-security benefits and the conditions 
under which they may receive them, 

In order to simplify administration of the act and eliminate all 
doubt and confusion as to who may receive the dependency and in- 
demnity compensation and the death gratuity, we strongly urge that 
for purposes of titles II and ITI the terms widow, child, and parent 
be specifically defined in the bill. 


Section 411, page 40, provides for certain amendments relating to 
the railroad retirement system. We will not attempt to offer detailed 
observations on this system. 
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The railroad retirement system now provides a free credit of $160 
forall military service, such credits being available in calculating both 
survivor and retirement benefits provided the deceased person had 
railroad employment prior to entry into military service. It appears 
that to treat all military personnel alike, the free wage credit for 
railroad retirement purposes should be discontinued at the end of 1955 
and that railroad workers entering military service would make con- 
tributions to the social-security system. 

There is attached to the general statement as exhibit A additional 
comments on specific provisions of the draft bill. 

Recognizing the highly complex problems faced by this committee in 
its inquiry in this area, and, further, the fact that it is evident that 
a program cannot be designed which would provide wholly uniform 
treatment under any and all circumstances, we would like to commend 
the committee for its careful study of the problem and for its patient 
consideration of our recommendations. We regret, however, that the 
committee did not undertake to review the Government’s obligation 
in the field of non-service-connected pensions as we recommended. 

Staff of the General Accounting Office will, of course, continue to 
be available to the committee to provide any possible assistance. 


COMMENTS ON SPECIFIC PROVISIONS OF THE BILL 


Section 102, paragraph (9) (A), pages 8 and 9, provides that— 


Whenever the basic pay prescribed by * * * of the Career Compensation Act is 
increased or decreased subsequently to such later date, basic pay with respect 
to such deceased members or former members of a uniform service shall increase 
or decrease accordingly. 

It is assumed by us that such language is intended to apply to title 
II of the bill and not other sections of the bill. If that be the case, 
then such language quoted above should be modified to clearly indicate 
that this adjustment provision relates only to title IT. 

If this adjustment was intended to apply to title IV—the social- 
sécurity provisions of the print—then the General Accounting Office 
would have to oppose such provision. It is generally presumed as 
indicated by action of the Congress during past years that the Social 
Security Act has been amended from time to time to reflect the declin- 
ing value of the dollar and that the Career Compensation Act has been 
amended likewise to reflect the declining value of the dollar. 

If the section of the print quoted above were to apply to social 
security then there would be a dual adjustment in the social-security 
benefits—one, by reason of the increase in pay retroactively applied 
and, second, the increase in social-security rates by subsequent amend- 
ment. Accordingly, it is urged that the language quoted above be 
expended to indicate application only to title IT. 

Section 201, subparagraph (1), page 11, contains the language— 
from disease or injury incurred or aggravated in line of duty while on active 
duty or active duty for training. 

Similar language is contained in subparagraph (2) on lines 10 and 
11 of page 11. Since it is our understanding that it is the intent of 
his proposed legislation to protect all personnel in the service 24 hours 
a day, it does not seem necessary or appropriate to include the words 
“in line of duty.” This language would seem to be too restrictive and 
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would tend to exclude individuals which presumably the committee 
wishes to include. Accordingly, the language should, in our opinion, 
be deleted. 

Section 203 (c) on pages 12 and 13 apparently attempts to provide 
additional compensation from the Veterans’ Administration in addi- 
tion to that provided by section 203 (a) in those cases where a child 
becomes permanently incapable of self-support while under 18 and 
who is dropped from the social-security rolls when reaching age 18. 

This approach to handling the children who are permanently 
incapable of self-support is acceptable. However, it does not seem 
necessary to include the language on lines 12 to 15 on page 13 which 
reads as follows: 
assuming for purposes of determining such benefit that all of the other children 
of the deceased person are entitled to benefits under such section 202 (d). 

We believe that what is intended is to increase the VA payment 
by an amount equal to the net reduction in the social-security payment 
by reason of the child reaching 18. A clarification of language is 
needed, as we see it, to carry out the intent. 

Section 406, pages 31-36, providing special status in case of service- 
connected disability for social-security purposes, may need clarifica- 
tion. It is our assumption that a disability incurred in service or 
because of service may be counted as part of the disability freeze 
period provided by the 1954 social-security amendments but only if 
the nature of the disability is such as to meet the requirements for 
such disability freeze as was authorized by such 1954 amendments. 

The language appearing on lines 6 to 19 on page 31 makes a refer- 
ence to “service-connected.” However, a disability may be service 
connected and rated by the Veterans’ Administration at only 10 
percent or possibly noncompensable. 

We assume it was not the intent of the committee to provide a dis- 
ability freeze period for individuals who had a disability rating by 
VA that was less than permanent and total. 

If a rating of 10 percent is to authorize a freeze for social-security 
purposes, then approximately 1,600,000 individuals in this country 
will be entitled to a disability freeze for social-security purposes under 
the provisions of section 406 (a). We suggest that the language used 
be so revised that a disability must meet the social-security definition 
of disability in order to make the individual eligible for a disability 
freeze without the normal requirement of 5 years of covered 
employment. : ; 

i similar observation is made regarding paragraph (5) (A) on 
pages 32 and 33. Likewise, there is a problem relating to the defini- 
tion of disability and service connected and the application of the 
intent of the committee as expressed in paragraph (6) on pages 34 
and 35. 

Under section 407 on page 36 special provision is made in the case 
of prior deaths. Such special provision is designed to provide at 
least minimum social-security protection to surviving widows and 
children in those cases where men had less than six quarters of cover- 
age at the time of death. 

However, there appears to be an error on line 11, page 36, which 
would require that a service-connected death of a veteran must occur 
within 3 years after release from active duty in order to make his 
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surviving widow and children eligible for these minimum social- 
security benefits. 

The words “within 3 years” on line 11, page 36, should be deleted 
so that the effect of this section will be to provide minimum social- 
security protection to all men who die a service-connected death 
regatdleds of when death occurs if there is less than six quarters of 
coverage. 

The need for the language on line 22, page 36— 
or who died after June 30, 1954, and was not a fully insured individual at the 
time of his death— 
is not apparent. The language in paragraph (4), line 21— 
who had less than six quarters of coverage at the time of his death— 
is adequate. 

Title V, page 50 et seq. In our general statement, it was recom- 
mended that commissioned officers of the Public Health Service and 
the Coast and Geodetic Survey should be entitled to the military 
benefits proposed in the bill only under certain conditions, and that 
these officers should be included on a contributory basis under the 
provisions of the Social Security Act. If this recommendation is 
accepted, extensive revision is needed in the proposed bill. 

However, if it is determined, as is proposed in the bill, that all 
active service of commissioned officers of the Public Health Service 
and Coast and Geodetic Survey is to be considered active military 
service, then the draft of the bill should be revised—page 51, line 23 
et seq. and page 55, lines 7-14—to provide that this determination 
is only for the purposes of the Uniformed Services Survivor Bene- 
fits Act. 

The draft of the bill proposes that active service of these officers 
shall be deemed active military service for purposes of all Veterans’ 
Administration laws and section 217 of the social-security laws. 

It is not believed that these officers should be covered under all 
VA laws—compensation, pension, educational, benefits, and so forth— 
when the purpose of the bill is to provide only survivor benefits. The 
reference to section 217 is incomplete since all of the provisions of 
title II of the Social Security Act should be applicable. 

Section 402 (a), page 26: The definition of “employment” used for 
social-security purposes—page 26, lines 1-10—and for internal-rev- 
enue purposes—section 413 (a), page 43, lines 5-18—does not include 
inactive-duty training for which pay is received. Under the defini- 
tion proposed in the bill, no social security taxes would be collected on 
this pay and no record maintained of the wages received by the service- 
man for inactive duty training. 

Section 405, page 30: In the present draft of the bill, committee 
print No. 3, it appears that Seiteoton may be needed or that there 
may have been an omission of a technical provision pertaining to 
the computation of social security benefits. 

It is suggested that an additional provision be added to the pro- 
posed subsection 214 (c) of the Social Security Act—title IV, section 
405, of the draft bill—to cover the determination of the primary insur- 
ance amount of an individual serviceman who does not have wages 


reported to the Social Security Administration under the provisions 
of this act. 
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Examples of when this condition could occur are in the case of an 
individual who died (1) when en route to a place for final acceptance 
or for entry upon active duty in the military or naval service or (2) 
while on any inactive duty training as defined in section 102 of the 
Uniformed Services Survivor Benefits Act. 

In both of these cases under this act the individual is deemed to 
have died a fully and currently insured individual, but it seems that 
— provision of clarification is needed for the computation of 

nefits. 

It is observed that no mention is made in title IT or III of the bill 
regarding survivor benefits for widowers. Dependent widowers are 
covered by the Social Security Act. It might be appropriate that 
at least a dependent widower be covered under the survivor bill. 

The administrative provisions for title II and title III do not state 
to whom payments are to be made or to give authority for payments 
to be made if to other than the applicant, such as in the case of depend- 
ent children, disabled beneficiaries not competent to handle their own 
affairs, and so forth. It is recommended that a provision such as title 
38, United States Code, section 450, be included in this act. 

It appears appropriate to insert a section in the bill that authorizes 
the various Administrators and Secretaries to issue regulations to 
implement provisions of this bill. 

Mr. Harpy. Thank you, Mr. Eckert, very much. I think in a few 
moments we would like to—your exhibit A that you have attached, 
comments on specific provisions of the bill, didn’t you cover that to 
a considerable extent in your general statement ? 

Mr. Ecxerr. Mr. Chairman, not the same things. These are differ- 
ent things but involved items which we felt there was a fairly clear 
intent and corrections only were required to be made in the legislative 
language. 

Mr. Harpy. So that your exhibit A, then, is one of adjusting the 
language to meet the committee intent ? 

Mr. Eckert. More of a technical nature. 

Mr. Harpy. Yes. Well, that is something I think perhaps we don’t 
need to have any particular discussion on at this time. 

There are one or two things that I wanted to comment on in con- 
nection with your statement. 

For instance, in your comments about the definitions of widow, child, 
and parent, I am not sure that I can speak with finality of the manner 
in which the language is drawn. But I know that it was the intent of 
the committee that there be no change in the definitions as presently 
applied in the Social Security Act, insofar as the application of social 
security is concerned, and that there be no change insofar as the defini- 
tions relating to veterans compensation is concerned. 

Mr. Eckert. I think, Mr. Chairman, that we are a little concerned. 
The way the bill reads that this might apply, these definitions might 
apply to the social security benefits. Perhaps the language ought to 
be tightened. 

Mr. Harpy. That would be a matter for technical clarification of 
language. But certainly, I think I am correct in my recollection of 
the committee’s discussion on this particular point, it was determined 
that this bill would make no change in the definition of “widow, parent, 
or child” insofar as it applied to social security in the administration 
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of their act or insofar as it applied to the Veterans’ Administration in 
the administration of the compensation laws. 

Mr. Ecxerr. I realize that, Mr. Chairman, and I think the com- 
mittee has struggled very faithfully and I know we recommend most 
strongly that we try not to interfere with the Social Security Act as it 
is written. I am sure that that is intended. We have this problem 
and we do have the other problem 

Mr. Harpy. That is one that I hope you will confer with the tech- 
nical people on, because if that is not clear I hope that we can get the 
language to be clear to carry out the intent of the committee in that 


ard. 
Mr. Kexert. With respect to the general definitions of terms 
“widow, child, and parent” as they would affect titles I1 and I11, we 
have had some difficulty in going back to the old VA regulations in 
determining what a parent is, or a widow, and a child, under all dif- 
ferent circumstances. 

It is our view that it would be better to bring those forward into this 
bill as a package, or to identify them and further define them in the 
bill than to attempt to refer back to existing V A regulations. 

Mr. Harpy. Again, thet is a drafting proposition, and I don’t think 
there is any question about the committee’s intent. 

So that is one that maybe we need some perfecting on. But in any 
event we will try to get to that. 

Mr. Carnes. Mr. Chairman, we perhaps should inject this: That 
for those who were following the committee in the exploratory stages 
of this, there was a committee print U made, or had that designation, 
committee print which was for the confidential use of the committee 
and the staff. That was done about 314 weeks ago where we did try 
to see—it was written in the language there that the definitions of the 
Veterans’ Administration would be binding upon the Social Security 
Administration. 

But the people in Baltimore with the Social Security Administra- 
tion descended on the chairman like a dove, and he 

Mr. Harpy. Yes, I remember that and we quickly recognized that 
that would be inappropriate. 

Mr. Carnes. So if you were referring to—if you ever have been 
referring to committee print U, that was in there. But it is not the 
intent of this bill. 

Mr. Ecxerr. We are fearful that it would happen under this bill. 
_ Mr. Harpy. Just one other comment I would like to make here now 
in connection with your observations and that has to do with the 6 
month’s death gratuity and the provision which the bill now contains 
to make the determinations final and conclusive in connection with 
that payment. 

_I fully appreciate the position which the General Accounting Of- 
fice has taken in connection with that proposal and as a general policy 
I am in complete accord with the GAO’s thinking on the matter. In 
this one, however, I think we need to give a little further thought to 
it, maybe, but there are a good many compelling reasons why some- 
thing of that kind should be done so there will not be a delay in the 
payment to the widow, particularly those that are in overseas posts. 

r. Ecxert. Frankly, Mr. Chairman, I don’t see that there will 
be any real problem here. The problem cases are ones that there is 
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going to be some delay on in any event. That is where you find you 
have children and there is no surviving parent and you have to de- 
termine who is the guardian or who can take the check, also where 
the people may be on notice that this particular party that the de- 
ceased serviceman was living with at the time of death is not his widow 
and there are many of those cases. Those problems we have faced 
over the years, Mr. Chairman, and I don’t think we have had too 
much difficulty in carrying out those provisions. 

Mr. Harpy. I realize that from time to time there have been a num- 
ber of suggestions to make acts of administrative officers final and 
conclusive and bypass the functions of the General Accounting Office. 
As a ‘general thing I have resisted that kind of legislation and. I am 
glad that the GAO has pointed it out in this particular case. The 
committee was aware of it and has given considerable thought to it, 
but I think maybe we need to discuss it somewhat further. 

Mr. Bates? 

Mr. Bares. On that point, Mr. Chairman, we realize that many of 
these cases must be checked into further and immediate payments 
cannot be made because of the circumstances which you have described. 

But our thought was more for the widow with some children who 
had to be transported home and they needed immediate money. 

Now, in your statement you said there is no emergency measure on 
the part of the Government in the condition of the world. That may 
be true. But our thoughts were not directed toward that type of think- 
ing, it was more a question of the widow and we felt there was an 
emergency there. 

Before we leave that point, we had that other matter which we con- 
sidered last fall, we haven’t mentioned it this year, in reference to the 
unpaid balance on the payroll of the individual. 

Mr. Eckert. Final pay ? 

Mr. Bares. Yes. 

Mr. Eckert. That bill which would facilitate the payment of those 
benefits has passed the Senate. I think Mr. Kilday’s committee has 
the House bill. 

Mr. Bares. I am talking about the rest of the month’s pay. 

Mr. Ecxerr. Yes, sir; whatever that final pay might be. 

Bee Bares. What is the nature of the bill? I am not familiar with 
the bill. 

Mr. Ecxerr. There is a bill pending now drafted by the General 
Accounting Office and is agreed to by the Defense Department and 
the various other services who would be involved under which we 
would set up a line of distribution of payments, No. 1 of which would 
be a designated beneficiary. 

It was our feeling that in drafting the bill that we could get a des- 
ignated beneficiary in some 95 percent of the cases. 

Therefore, upon the time of the man’s death a determination of what 
his final pay was could. be paid automatically by the Department, 
without any fear of complications. 

Mr. Bares. Paid locally? Tobe paid locally ? 

Mr. Eckert. Well, to the extent they could be paid locally, yes. I 
don’t think there would be quite as serious a problem there as you 
have here. Because you have a designation in the bill and, of course. 
we are toying here with the man’s pay and not with a Government 
gratuity. 
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Mr. Harpy. You fix that fellow up so he has to contemplate death, 
and if you are going to do that, maybe you ought to have him desig- 
nate his benefiiciary to receive his 6 months’ death gratuity also. 

Mr. Eckert. I think you have this distinction, that if you allow him 
to designate then you might allow the Government’s bounty in the 
gratuitous programs to go to girl friends, or anyone else. 

Mr. Harpy. That is why I questioned the wisdom of permitting 
him to designate his unpaid compensation, that is what this amounts 
to, the final pay. 

Mr. Ecxert. The distinction there, I think, Mr. Chairman, is that 
it is his. If he got paid one day and decided to go downtown he 
could spend it or give it to easanele. 

Mr. Harpy. You are still going to let him do it—— 

Mr. Ecxerr. That is right, in that area. 

Mr. Bares. That is his money. 

Mr. Ecxerr. That is his money and he has earned it, and he should 
say what to do with it. We have an entirely different problem here. 

Mr. Bares. In view of the fact there is a bill pending in that re- 
gard, I won’t question that anymore. I see we are still back to that 
old question of reduced retirement benefits when social security is 
inadequate. 

I think the most compelling argument given to the committee is 
the fact that around 68 percent of the people do collect social security 
at the present time. 

Mr. Ecxerr. With which, of course, we would not interfere. We 
did not have that point in mind. 

Mr. Bares. I suppose as time goes by the personnel increase more 
and more. 

Mr. Eckert. I would think so. I think a social system leading to 
earlier retirement, it may even go to the civilian side, as far as the 
Government is concerned would allow people to go out and get into 
covered employment and accrue social security. 

Mr. Bares. The way this bill is written in addition does strengthen 
the Contingency Option Act, because if you are going to allocate 50 
percent of your reduced annuity, the amount that 2 is going to live 
on is drastically reduced. 

Mr. Ecxerr. Of course, I think you have to go back to the funda- 
mental premise as to what is a fair or reasonable retirement. Here we 
have a 75 percent of base-pay retirement which so far as we can learn 
is at least—to say the least fair. 

Mr. Bates. That ismaximum. 

Mr. Eckert. Yes. 

Mr. Bares. They are not all getting that ? 

Mr. Eckert Well, if they all have the service they get it. 

Mr. Bares. If they all have a sufficient number of years they get it. 
_ Mr. Eckert. Otherwise, they can get out, in some circumstances 
in 20 years at a lesser rate or in between these figures. 

But my point was that we feel that there is a point beyond which 
certainly the Government shonldn’t foster retirement and that is where 
it reaches or approaches a man’s earning capacity when he is working. 

Mr. Bares. I think everybody agrees on that. But whether or not 
this bill goes to that degree is questionable. 

Mr. Eckert. I can only recall that with the gross-pay method used 
or using the assumed wage-credit cases we found that base pay would 
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be increased at that point, in some cases in the lower ranks, of which, 
of course, there would be few retired persons at over 100 percent, and 
of gross pay I think the percentage got up to over 70—70 to 75 per- 
cent as a maximum of gross pay. 

Mr. Harpy. If you were going to make that kind of a comparison 
and putting it on a comparison with the civilian situation, civil-ser- 
vice can, if he builds up his retirement can get up to 75 percent of his 
gross pay ; is that right ? 

Mr. Ecxerr. Yes, which, of course, these people could do by going 
out and entering employment and continuing to work. 

Mr. Harpy. That is the only way they could do it though, is by 
making social-security additive. 

Mr. Ecxerr. No, no. Social-security additive, yes, where it is 
earned in commercial employment, you see. So if a serviceman serves 
30 years—— 

Mr. Harpy. My point is this, a serviceman retiring on 30 years of 
service will get 75 percent of his base pay in retirement, but he has no 
chance in the world of getting, on the basis of his service in the mili- 
tary, 75 percent of his gross pay, which would have to be the basis 
for making a proper comparison with other systems; wouldn’t it ? 

Mr. Eckert. Yes, I think that is true. But you would also have to 
compare the years of service it would take the civilian employee to get 
over 50 percent, let us say. It is 35 years I think at 50 percent. 

Mr. Carnes. Thirty-five years. 

Mr. Harpy. In any event I think it well that you called attention to 
that. I don’t know whether there is any point in getting much further 
into it. 

Anything further? Mr. Bates? 

Mr. Bares. On page 5, with relation to the dependent parents, you 
don’t believe that we ought to have any presumed dependency after a 
period of time has elapsed then ? 

In other words, unless the parents were actually dependent upon the 
serviceman at the time of death, you don’t feel that there should be 
such a thing as presumed dependency if, later on, dependency would 
have occurred if he had lived. 

Mr. Ecxerr. We had not indicated that we didn’t believe that, Mr. 
Bates, but we would put on more stringent tests as to when they became 
dependent. In other words, they would have to be nonemployable, 
disabled, and so forth. 

Mr. Bares. By your language I had assumed that you were against 
presumed dependency at a later time. 

Mr. Ecxerr. I don’t believe—this shouldn’t say that. 

Mr. Bares. By omission I came to that conclusion. 

Mr. Eckert. [ don’t think that was our intent. 

Mr. Harpy. Would I understand then that your thought in con- 
nection with parents’ dependency would be to agree with the bill pro- 
vided you had an employability requirement ? 

Mr. Ecxerr. Yes. I think in general that would be true. 

Mr. Harpy. Mr. Kean, any question ? 

Mr. Kean. I was out for a minute. Did they discuss this question, 
this first question about the death gratuity ? 

Mr. Harpy. The finality ¢ 

Mr. Kean. Yes. 

Mr. Harpy. We talked about that. 
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Mr. Kean. Sometimes it is all-important that that payment 
should be made right away and somebody should have the natbertie to 
make that right away even though there may be some technical reasons 
why it shouldn’t. 

Mr. Eckert. Well, we feel it could be done and we feel it is being 
done. The present law says that it shall be payable immediately. 
I think in the cases that it can be paid, it is paid. And I think that 
that would apply in the future. I realize the position of the com- 
mittee here, the intent to get this thing paid immediately, but there 
are just going to be cases where it can’t happen, no matter what you 
put in this bill 

Mr. Kean. I think we had some testimony about long distance de- 
lays, didn’t we? 

Mr. Carnes. Yes, the average payment in the Army is 6 to 8 weeks. 
A person has to fill out a form and has to document that form with 
certain substantiating data at the present time. In the Air Force it 
is a little more rapid than that. In the Army they are striving to 
correct that very condition today. 

But you have made the statement here : 

We are unaware of any justification for action of this nature on such a 
program. 

Mr. Eckert. That is right. 

Mr. Carnes. When the committee met with the President last week 
and was explaining to him and dwelt on this specific point, he inter- 
rupted to say, well, if this is done it will wiselade the possibility of 


ever having to take up a collection to get the widow home or she going 
to the Red Cross or anything such as [ have seen happen many times. 


And the committee assured him that that was the purpose. I think 
Mr. Kilday expressed himself in the hearings as well as I remember 
that he would rather—you are concerned about the erroneous payment. 
He said that he would rather make 1 erroneous payment and pay 
499 promptly and that was the philosophy 

Mr. Eckert. Let me add this: I don’t think that I am concerned 
primarily with the erroneous payment. I am concerned with the tool 
which you are putting into the hands of a man who is spending the 
Government’s money not to care too much whether it is erroneous 
or not. There are means to relieve certifying and disbursing officers 
for erroneous payments and there is pending legislation. 

Mr. Harpy. Let me put it this way: I think you understand the 
objective of the committee. 

Mr. Eckert. I certainly do. 

Mr. Harpy. If there is a 6 weeks’ delay in the Army why that is cer- 
tainly—we cannot permit any such delay as that to continue. That 
is the thing that the committee wants to get around; we want that 
payment made immediately and we want the disbursing officer on the 
post to be able to pay it right now. 

And if there is a better way to do it than we have provided, why 
we would like to see it. 

Mr. Eckert. Let me say that I don’t think this facet of it is going 
to cure it. If it is going to be cured it is going to be cured in the 
Department, administratively, and it can be done under existing law 
in the vast majority of cases. 
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Mr. Bares. It could be done presently and they are not doing it, 
so if we are going to write a memorandum we ought to make certain 
that the things we want accomplished are in fact accomplished. 

Mr. Eckert. My feeling is the same and I agree, but I don’t think 
you have to go so far as to give him a blank check. 

Mr. Harpy. What you are saying in effect is that you are afraid 
this is going to encourage the fellow to be careless ? 

Mr. Eckert. Yes; most definitely. 

Mr. Harpy. I think there is a possibility of that, that is one of the 
kind of things that I have felt in times past that we ought to try to 
avoid this kind of provision wherever we could. But I am not sure 
we have the answer to it. 

Mr. Bares. There might be some way, Mr. Chairman, that Mr. 
Eckert and Mr. Nelson might be able to devise some language which 
might limit the payment, say, to widows or something along that 
nature and preclude the immediate payment to questionable depend- 
ents. 

There might be something you might be able to work out along 
that line. 

Mr. Harpy. The committee doesn’t want to promote carelessness on 
the part of disbursing officers. But on the other hand, we do want to 
promote immediate payment. 

Mr. Ecxert. I realize that, Mr. Chairman. I know that you are 
aware of this overall problem, It is a serious one at GAO whenever 
any bill appears with this type of language in the bill, because we feel 
that it more and more destroys the control that the Congress has over 
these expenditures and by placing that authority in the hands of dis- 
bursing officers it would give them or would render them possibly more 
careless with the Government’s funds. 

We feel pretty strongly and we are advocating with the Depart- 
ment of Defense relief legislation under which there will be means of 
relieving disbursing officers without coming to Congress for relief. 

Mr. Bares. I suggest we try to get some language, Mr. Chairman, 
that will carry out the views of the committee and at the same time 
make it as compatible with what he has in mind, if possible. 

Mr. Harpy. Do you have anything further, Mr. Kean? 

Mr. Kean. I just want to say, Mr. Eckert, I notice that you men- 
tion in there as a precedent the free wage credit and say that you 
believe that we should not grant the servicemen a benefit less than the 
free wage credit. 

We shouldn’t use that as a precedent. That was put in for emer- 
gency in wartime, and that is the trouble with these things. 

You put in something and then the public comes along and think 
they have a vested right in it. They have not a vested right. That 
was a temporary thing for wartime. And in considering what we 
ought to do, that ought to be—the thought of that ought to be 
eliminated. 

Mr. Carnes. The main purpose was to merely provide continuity, 
not to provide a benefit, wasn’t it, Mr. Kean ? 

Mr. Kean. Yes. 

Mr. Ecxerr. Our only position is that we felt that you would have 
this situation of these people who have been accruing these credits 
over the years and here you are in effect giving them less credit than 
all future ones. 
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Mr. Harpy. Actually I don’t think you would have much of that, 
because the people that are going to come in on the basis of your 
lowest contribution or your lowest coverage are the ones that will be 
brandnew in there and not very many are going to have had coverage 
previously. 

Mr. Eckert. That will be true to a great extent, barring emergency 
or war. 

Mr. Kean. I think, Mr. Carnes, also what they say here about the 
railroad retirement is important and right. 

Mr. Carnes. Yes, sir, Mr. Kean. The railroad retirement board is 
in the city this week and the committee will confer with them. 

Mr. Kean. There is absolutely no justification for treating these 
people any differently than anybody else. 

Mr. Harpy. I think I might express my feeling about that, too. 

That if we have not got language in the bill to eliminate the gratui- 
tous coverage in the Railroad Retirement Act, that we should put it 
in. Now, there was some railroad retirement people yesterday, and 
the report that I get on their activities is not particularly gratifying, 
and they are going to have an oportunity to present their case before 
the committee, in opposition, unless they come in privately with a 
suggestion which we can accept. 

I don’t know whether anybody is here from the Railroad Retirement 
Board this morning or not. Is there anybody in the room from the 
Railroad Retirement Board ? 

They are very thoughtless that they didn’t send somebody. 

Mr. Carnes. Mr. Kean, frankly I must admit that the exclusion 
of the railroad retirement $160 wage credit was purely an oversight 
on our part. 

Mr. Kean. I gathered that. 

Mr. Carnes. It had been called to our attention from time to time, 
but we didn’t really realize the magnitude until just as the bill was 
being drafted. It was purely an oversight. 

Mr. Kran. It certainly ought to be corrected. 

Mr. Carnes. Mr. Nelson, the $70.50 figure that you used at the top 
of page 4, is that the same as if you used $160 per month ? 

Mr. Netson. That is right. 

Mr. Carnes. So you are suggesting the point, Mr. Kean raised, 
there should be a minimum level of $160, if the person hasn’t got an 
average of $160, he is presumed to have $160. 

Mr. Netson. That is right. 

Mr. Carnes. All right, sir. When you get down here to your com- 
parison of the parents on page 4, between parents and widows, down— 
do you know whether or not at the present time the parent program 
of VA compensation or the widow program of VA compensation is 
the more costly to the Federal Government ? 

Mr. Netson. The parent program is more costly than the widow 
program. In fact, the parent program is more costly than the widow 
and children programs combined. r 

_Mr. Carnes. The primary purpose of survivor benefits was ori- 
sinally to provide survivor benefits for widows and children, but the 
parents have taken over the dominance in the situation and more 
ioney is being appropriated from Federal funds to provide survivor 


a for dependent parents than for widows and children com- 
nnec ¢ 
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Mr. Netson. That is right, yes. 

Mr. Carnes. All right, sir. 

At the top of page 5 on the second line, you talk about certain other 
requirements. Then you go down to explain this limitation that you 
are suggesting to the committee which in essence is a work clause if 
you wanted to call it that. 

Mr. Eckert. Yes, in essence that is what we are seeking. 

Mr. Carnes. The same type of phraseology is now in the VA pen- 
sion law, is it not ? 

Mr. Nexson. Well, in the VA pension laws, as I recall them now, 
it is that they provide for paying the pension on a certain percentage 
of disability, relating the disability rating to the age of the individual. 

Mr. Carnes. No, we are talking about the parents. 

Mr. Nevson. That is the pension program, not the dependent parent 
program, of Veterans’ Administration. They have a disability rating 
for an individual who is eligible for pension at a certain age if he has 
a certain rating. And when he reaches age 65 he can have a low 
rating, I believe it is 10 percent and he is considered eligible for the 
full pension then at age 65. 

Mr. Carnes. What about dependent parents that are receiving pen- 
sions ¢ 

Mr. Netson. A dependent parent may receive pension in his own 
right if he is eligible for pension and that will not be considered part 
of the income in determining his status as a dependent parent for com- 
pensation purposes. Pension and compensation are separate VA 
programs. 

Mr. Carnes. All right. When Mr. Hardy held his press conference 
last Friday, while it is not in the bill, he made it quite clear to all 
present at that time that the committee was considering some type of 
language like this, perhaps not as restrictive as you have suggested. 

Mr. Harpy. And certainly not as complicated. 

Mr. Carnes. But something that will not encourage slothfulness. 

Mr. Netson. I recall distinctly that he made that statement. 

Mr. Harpy. That is an objective. 

Mr. Netson. Yes. 

Mr. Carnes. The Department of Defense apparently objects to the 
Public Health Service and Coast and Geodetic Service—I mean the 
GAO, to the Public Health Service and Coast and Geodetic Service 
being brought under this bill. 

Mr. Harpy. I didn’t think you made that particularly strong? 

Mr. Eckert. No, I don’t think it disturbs us too much. Mr. Chair- 
man, we feel there is certainly some question as to whether in peace- 
time these members are entitled to these types of benefits. 

Mr. Carnes. They are going to testify this afternoon. Did they 
have any knowledge of the fact that you were even going to mildly 
object to them ? 

Mr. Eckert. Not that I know of. 

Mr. Netson. We weren’t in a position to do any checking with any- 
one as we worked on this, because of the pressure of time. 

Mr. Harpy. In that connection, however, you do realize that there is 
some validity in having a coverage which will apply in both peacetime 
and wartime, rather than having them fish in one situation and fow! 
in the other? 





e 
e 


SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 439 


Mr. Ecxert. It would be very desirable, of course, that it be worked 
out. 

Mr. Netson. Our proposal here would be to put them under social 
security, yes, that would carry, whether it is peacetime or 

Mr. Harpy. Yes. But if you had FECA in one case and VA in the 
other 

Mr. Bares. Weare right back where we started. 

Mr. Harpy. That is what I am talking about. The survivors of 
an individual who was killed because of a line of duty just the day 
before he went into active duty, the military might be in a lot better 
shape than he would be otherwise. 

Mr. Netson. Mr. Chairman, I believe that is a characteristic that 
we have in the whole Federal service, that the 2 million people or 
however many we have here in the Federal Government today, are 
under FECA, and if it is a job-connected death, associated with their 
work, they come under FECA, and get higher benefits in the higher 
ranks than do the military and lower benefits in the lower ranks than 
do the military. We don’t have FECA in balance with your bill. 

Mr. Harpy. In this kind of a situation where you have a uniformed 
service which is something of a hybrid. 

4% Netson. Present survivor law is a hybrid, I believe. [Laugh- 
ter. 

Mr. Harpy. In any event if we can get a program which is appli- 
cable in both peacetime and wartime, I think there would be some 
advantages in that. 

Mr. Eckert. I think we are certainly willing to agree that that is 
a problem area. Our question was whether we should go all the way 
by giving them in effect war benefits or death benefits for military 
during peacetime operations. 

Mr. Carnes. On page 7 down toward the bottom of the page there 
is one misstatement—I think it is. You say: 

It is our understanding that it was intended to provide benefits for children 
over 18, but not under 21, years of age while attending school. 

You are referring to the supplemental benefit which would be paid 
disabled children or mentally retarded children. 

Mr. Eckert. No. 

Mr. Carnes. That type of benefit. 

Mr. Netson. Yes. 

Mr. Carnes. You have the understanding that it was the intent of 
the committee to extend that supplemental benefit to children attend- 
ing college under age 21 ? 

Mr. Netson. We were under that impression. 

Mr. Harpy. We thought we had done it, not in social security, 
ut 

Mr. Netson. On the VA portion of the bill. 

Mr. Carnes. That was talked about, Mr. Chairman, the committee 
has considered so many things, there may be some slight areas here. 
It was the decision of the committee as I understand it, Mr. Chairman, 
that we would not include those people for that 3-year period because 
it would be a question of children going to college for 9 months and 
then not going for 3 months and some children start college and stop. 

It would be a back and fill program constantly with the VA supple- 


mental benefit. And I don’t know, but it was the instruction which we 
give the people. 
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Mr. Menger, you had instructions not to include that, didn’t you? 

Mr. Mencer. That is my recollection. : 

Mr. Eckert. We are not taking a position particularly on it. It 
was just something we thought we should bring to the committee’s 
attention. : : 

Mr. Carnes. That is fine. Mr. Eckert, some of the things that you 
have called to the committee’s attention were things which you are 
very familiar with and you are aware of the fact that the committee is 
very familiar with. 

Mr. Eckert. Yes, indeed. 

Mr. Carnes. However, someone who would read your testimony may 
feel that you were trying to call to the attention of the committee these 
things as though they had not properly and fully evaluated them. I 
mean that you are asking them to consider further or reconsider. 

Are you fairly well satisfied that on these points where you even dis- 
agree with the decision having been made by the committee that the 
committee has fully evaluated these points and—your statement to 
some extent is just to put GAO on the record as making it quite clear 
where you stand as contrasted to some of the positions which the 
committee has taken. 

Mr. Eckert. I think that is a fair statement, Mr. Carnes; in this 
particular situation which we find ourselves in coming up here to 
testify and the time element, being unable to file a complete documented 
report, it was our feeling that while we wanted to agree that here is 
the approach that we have sought, we had certain reservations or 
recommendations that the committee should consider. 

I realize and I certainly am willing to testify that the committee has 
considered most of these problems in long hours. 

Mr. Carnes. Such things as the insurance offset, you know how 
many hours the committee spent on that one particular issue ? 

Mr. Eckert. Yes, sir. 

Mr. Carnes. Your presentation here was that you hoped the com- 
mittee would consider that. Well you know for a fact that they have 
considered it and they made a decision ? 

Mr. Ecxerr. I think that our position is that this is not a bill yet 
and it is not a law yet and the committee is still considering it and 
until it goes out and is enacted—— 

Mr. Harpy. That is entirely appropriate. I think the manner in 
which the GAO has presented its case is proper and as Mr. Eckert has 
just pointed out, the bill is not in its final form yet and there may 
have to be changes in a good many areas, in particular, one that Mr. 
Carnes mentioned, I wouldn’t even foreclose completely the possi- 
bility that that may be changed. 

But in view of the amount of consideration that the committee has 
put on it, I seriously doubt that there is much possibility that we will 
go along with the GAO’s thinking. 

Mr. Eckert. But you don’t blame us for holding out ? 

Mr. Harpy. Not a bit, not a bit. The fact of the matter is you may 
recall the last time we discussed I told you you would be at liberty to 
present your objections. 

Mr. Bares. Notwithstanding certain objections which have been 
made here, I wonder if the GAO can give us any indication whether 
they are for or against this bill in its present form ? 
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Mr. Netson. I think on page 2 of our statement we indicated from 
the broad standpoint of the overall program designed for survivor 
benefits, the General Accounting Office is in substantial accord with 
the approach taken in the bill. 

Mr. Bates. What does that mean ? 

[Lana ) 

Mr. Netson. That means we are with the bill, but we felt, for ex- 
ample, that when you took the base pay approach on social-security 
some of them got too little at the lower end and that the rates ought to 
have been boosted a little at the lower end through the device of gross 
pay for social-security purposes. 

Mr. Bares. I read that. 

Mr. Eckert. May I say this, Mr. Bates, I think it is a fair endorse- 
ment of the bill with the suggestion that we would like to have these 
additional things. In my own—my own impression and my own feel- 
ing in the matter is that we think the committee has made substantial 
progress and this bill will be a great improvement over present legisla- 
tion. 

Certanly I don’t believe the GAO is going to object to the legislation. 

Mr. Harpy. I think I could sum that up with our appreciation, the 
committee really realizes that the GAO thinks we have a pretty good 
bill but it doesn’t quite go whole hog. They have contributed an 
awful lot to this bill, a lot. 

And the committee is very grateful to you and thanks you very 
much for your presentation this morning. 

Mr. Eckert. It has been a real pleasure to work with the com- 
mittee. 

Mr. Kean. I want to say, Mr. Chairman, that I appreciate their 
testimony even though it is a “yes, but” testimony, on account of the 
fact that so often when the Bureau of the Budget comes along and 
says this is in accord with the program of the President, the other de- 
partment lie right down and won’t give their own views, though I don’t 
agree with your views. 

| Laughter. | 

Mr. Kean. I appreciate your coming before us. ' 

Mr. Ecxerr. Mr. Kean, if we felt that the Congress was going to 
agree with everything we had to say, I don’t think we would be a 
very good agent of the Congress or very good watchdog if that is 
the term to be applied to us. 

We want the committee to be informed. The decision, of course, is 
the committee’s decision. 

_ Harpy. The committee is grateful to you. Thank you very 
mucn. 

We still have a few minutes before 12 o’clock and in the interest 
of speeding this thing along, I just wonder, Mr. Birdsall, are you 
prepared to present the V A testimony at this time ? 

Mr. Brrpsauu. Yes, Mr. Chairman. 

Mr. Harpy. Suppose you come up. While Mr. Birdsall is getting 
his cohorts here, I want to make an observation. I don’t know whether 
this really serves any purpose, but we had a motive in having the VA 
scheduled to follow the Bureau of the Budget, the Defense Depart- 
ment and General Accounting Office. 

We did that on purpose with the thought that maybe in spite of 


iaving a prepared statement, there might be some comments made 
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by these other agencies that you all would want to mention, so that 
vas deliberate on the part of the committee. 

Mr. Brensaui. I am Mr. Guy H. Birdsall, accompanied by Mr. Ray 
P. Bland and Mr. Don C. Knapp, Director of Legislative Project 
Services. 

Mr. Harpy. You have a prepared statement / 

Mr. Birpsatu. Yes, sir. 

Mr. Harpy. Just go right ahead and present your statement as 
you see fit. The committee thanks you for your appearance and the 
helpfulness you and your staff have given to us all the way along the 
line and I am particularly happy to have you with us this morning. 

Mr. Birpsauy. Thank you, sir. 


FURTHER STATEMENT OF GUY H. BIRDSALL; ACCOMPANIED BY 
RAY P. BLAND; AND DONALD C. KNAPP, REPRESENTING THE 
VETERANS’ ADMINISTRATION 


Mr. Chairman and members of the committee, I desire to make a 
brief general statement, touching primarily upon some of the out- 
standing features of the draft bill. After this statement has been 
presented we shall be glade to answer as fully as possible any ques- 
tions which the members of the committee may present. 

It seems appropriate to state that we of the Veterans’ Adminis- 
tration have fully realized the tremendous responsibility which has 
rested upon this committee in attempting to formulate a simple and 
orderly plan of survivorship benefits. Our views and comments upon 
the fundamental issues have been fully expressed in previous hearings 
and it would serve no useful purpose to repeat them at this time. 

In the light of those expressions it must be obvious that we are 
not prepared to give a 100 percent concurrence to the plan which 
has been developed by the committee as represented by this draft bill. 
However, the basic issues have by no means been one sided and the 
conclusions with respect to them which apparently have been reached 
by the committee are reasonable and can be forcefully supported. 

On the whole, it is our feeling that the committee has evolved a 
plan of benefits which goes a long way toward the ideal of maxi- 
mum simplicity while preserving a generally adequate level of benefit 
payments, 

On this latter aspect, we wish, however, to make 1 or 2 suggestions 
for the committee which might be helpful in finally determining the 
benefit levels. 

The provisions respecting the 6 months’ death gratuity, geared as 
they are to basic rather than gross pay, seem to us to be generally 
sound and we have no suggestions to make concerning them. It is 
noteworthy that the range of beneficiaries is rather broad, including 
parents or brothers and sisters without regard to dependency. 

Nevertheless, it is a desirable restriction of the present coverage. 
which as we understand it, includes any person having an insurable 
interest, and since this bill does not contain separate indemnity cover- 
age for nondependent parents or nondependent brother and sisters, 
it is believed that the inclusion of these classes of beneficiaries a- 
eligible for the death gratuity is advisable. ‘ 

The proposed social security coverage provided in the draft bill 
would not, in many cases, extend the full degree of continuity of 
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coverage, bridging the gap caused by military service bet ween periods 
of civilian employment, which would have been provided under the 
proposal of the Kaplan committee and certain other plans which 
have been considered by your committee. 

This might be true with respect to a considerable number of persons 
in the lower military grades whose military wage credits would be 
limited to basic pay rather than gross pay and who might well have 
a considerably higher average wage in covered employment prior to 
entering the service and after leaving the service. In these situations 
the limited military coverage would fall substantially short of main 
taining a preservice or postservice level of credits. 

Under these circumstances, it seems questionable whether adoption 
of the social-security concept for the military should be limited to 
the partial basis envisaged by this proposal. It is assumed that the 
committee has concluded that ultimately the military would be brought 
into the social-security program in any event and that the matter 
should be dealt with at this time in order to establish an overall] system 
of benefits which would include careful adjustments based on the 
existence of the OASIT coverage. 

For the same reason it appears quite likely that this initial step, 
restricted to contributions and benefits predicated on basic pay, will 
be followed in the years to come by an extension of coverage on a 
parity with the full coverage generally provided for other groups 
who receive compensation for their employment partly in cash and 
partly in kind. 

It is recognized, of course, that the comimittee adopted the basic 
pay formula for social-security coverage for practical reasons which 
are compelling. ‘These include the fact that basic pay is the established 
foundation for the grant of certain military benefits, such as retire- 
ment pay, that it is susceptible of exact measurement without includ- 
ing some of the artificial and variable elements in a scale of assumed 
gross pay wage credits, and that it will require a contribution by the 
serviceman to the social-security fund of considerably smaller monthly 
payments than would be required if the employee tax were computed 
on gross pay. 

This brings us to a consideration of the compensation benefits pro- 
vided by this bill. Your time will not be consumed by reiterating 
the previous comments of the Veterans’ Administration as to the 
desirability of continuing the servicemen’s indemnity program as 
a separate benefit, with possible revisions of the beneficlary range and 
the span of payments. 

The committee has no doubt concluded that there is not sufficient 
justification for continuing this separately identified part of the 
benefit package, but has made in this bill some adjustments in the 
compensation rate levels which are designed, at least partially, to fill 
the gap created by the omission of the indemnity. 

_ The question arises, therefore, as to the adequacy of the compensa- 
tion benefit levels which would be established by sections 202, 203, 
and 204 of the committee print bill. We need not pause at this time 
to go over the ground previously covered with respect to the problems 
and possible inequities which would occur in time of mass mobiliza- 
tion under a graded system of benefits, partially related to the amount 


of military pay at the time of death, such as that proposed in this 
plan. 
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Suffice it to say that if the pay relationship concept is to be adopted, 
the differentials in compensation rates resulting from this proposal 
would be modest and would tend to minimize the fears which we have 
previously expressed with respect to the soundness of this concept 
as applied to a wartime situation. 
It is noted also that the scaling of benefits in accordance with basic 
yay is confined to the single situation involving payments to a widow. 

he question which gives us most concern at the moment is the ade- 
quacy of the compensation benefit which would be payable to the 
widow in cases of the lowest military pay grades. 

In examining this aspect, it must be borne in mind that at the pres- 
ent time a widow of any deceased serviceman or veteran would receive 
$69.60 per month in peacetime cases as compensation and in addition, 
would, in in-service death cases, be in receipt of $92.90 per month for 
« period of 10 years in the form of the indemnity payment or would 
in many cases be receiving Government insurance payments. 

It would appear that $112 per month as provided in the bill for 
the lowest grades is somewhat low in comparison to the $162.50 pres- 
ently payable for the first 10 years. . Since there is a rather high 
incidence of early remarriage, this difference in benefit levels is not, 
in many cases, overcome by the theory that on a life-expectancy basis, 
the widow would receive more under the proposal than she would 
under the present program. In these circumstances we believe that 
the committee might well consider the advisability of raising the 
minimal amount payable in any case to a widow to $125 per month. 

One item of detail should be mentioned in this connection. Sec- 
tion 202 (b) of the bill would attempt to meet the problem of insuffi- 
cient benefits for cases involving a widow and several children under 
the social-security part of the program, where the serviceman’s 
monthly wage was low, by providing that the compensation payment 
to the widow with more than 1 child will be increased by $20 per 
month for each such child in excess of 1. 

The reasons for this type of provision are readily understood but 
it must be pointed out that such a provision will necessarily produce 
unintended discriminatory effects as between some cases where there 
are three or more children in the lower pay brackets and other cases 
with the same number of children in a higher military pay bracket. 

For example, a widow of an E-6 with 3 children would receive a 
total monthly payment from social security and compensation of 
$247.18; whereas under the formula in section 202 (b), the widow of 
an E-5 with 3 children would be entitled to combined payments of 
$262.50. This disparity increases where there are additional children 
involved. 

Another special feature of the compensation provision is that in 
section 203 (c) which would require the Veterans’ Administration 
to pay a supplemental amount of compensation on account of a child 
over 18 years of age who became permanently incapable of self-support 
prior to age 18 and who, therefore, is no longer eligible to receive 
social-security benefits. 

In such a case both the present law and the proposed bill would 
continue the basic rate of compensation payable to the child during 
the period of the child’s permanent incapacity, regardless of age. 
The difficulty we have with the provision for a supplementary pay- 
ment, substituting for OASI, is that the supplement would be mea- 
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sured by the amount of the OASI benefit which would be payable but 
for the fact that the child has exceeded the age limit. ; 

In many instances the OASI payment would have resulted very sub- 
stantially from civilian credits rather than from contributions by the 
Government while the father was in the military service. Moreover, 
the substituted payment would be entirely gratuitous, whereas the 
OASI payment had been the result of a contributory plan and would 
vary in each case in accordance with the composite individual wage 
record. Under these circumstances, we strongly urge that if the 
committee definitely feels that a provision of this character should 
be retained in the bill it take the form of a supplementary payment 
in a uniform fixed amount. In view of the many factors involved, we 
are not prepared at this time to suggest definitely what this amount 
should be. $25 occurs to us as being a minimal figure which might be 
considered for this purpose. 

Some notice should be taken of the provisions respecting dependent 
parents. The plan of payments in the draft bill differs markedly from 
the existing plan in that differing degrees of dependency would be 
recognized by providing differing monthly amounts of compensation, 
with the amount of annual income utilized as the basic test for deter- 
mining the compensation bracket into which the particular parent 
would fall. This is obviously intended to overcome the situation now 
existing under which a parent’s eligibility for the fixed and uniform 
rate of compensation may frequently be determined by whether the 
parent is just under or just over the permissible income guides estab- 
lished by the regulations. 

Although it is anticipated that this proposed formula will be some- 
what more difficult to administer than the existing plan, it is consid- 
ered preferable to an alternative plan which has been suggested under 
which the Veterans’ Administration would simply pay the difference 
between the total income of the parent, from whatever source, and a 
fixed maximum. 

The committee no doubt realizes, of course, that the income cate- 
gories which would be established by this draft bill as rigid limita- 
tions for determining both eligibility for compensation, and the rela 
tive amount thereof, would not permit the flexibility existing under 
the present regulations which allow the Administrator to take into 
consideration special circumstances, such as excessive medical expenses 
and the presence of minor dependents in the family, without being 
bound by the regulatory income guides. ; 

The new formula for dependent parents would necessarily be re- 
strictive in a number of respects and it is understood that the com- 
mittee intends this result because of its feeling that the present law 
and implementing regulations are unduly liberal. The Veterans’ Ad- 
ministration has had very little time to consider all of the implications 
of this aspect of the bill but, on a tentative basis, it is our feeling that 
this formula would go a long way toward meeting some of the diffi- 
culties which the committee perceives in the present scale of benefits 
for parents and the methods for determining entitlement. 

The remarks which have been made do not by any means cover all 
of the signicant provisions of this draft bill, but merely point up some 
things which the Veterans’ Administration felt should be the subject 
of special comment in this brief presentation. Meanwhile, we of the 
Office of Legislation, together with representatives of other offices 
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concerned, have been working apace to detect and record various 
items of detail in the draft bill which might present technical or ad- 
iinistrative problems. 

We expect to continue this activity in the coming days and shall 
stand ready to cooperate in every way with the committee, its counsel, 
and those who are charged with primary drafting responsibility, in 
accomplishing such technical and other revisions in the bill as may 
be directed by the committee to the end that it will be in proper form 
for final action. 

Mr. Harpy. Mr. Birdsall, I certainly do want to express apprecia- 
tion of the committee for your splendid statement as well as for your 
continuing evidence of helpfulness. I am particularly grateful that 
you have your staff working on this problem to detect what may be 
possible pitfalls in this bill, possible areas where administrative prob- 
lems will be particularly serious, and I feel sure that you would do 
it, but I wanted to particularly request that you keep in close touch 
with our committee counsel, and call those things to his attention as 
you run across them. 

There is one other point in particular that you mentioned that I 
want to comment on very briefly. On page 6 you called attention to 
the inversion problem which was mentioned a little earlier. 

Mr. Brrposau. That has already been raised ; yes, sir. 

Mr. Harpy. That is one we are trying to work out. On page 7, in 
connection with the possibility that complications may result or in- 
equities may result when VA pays benefits based on social security 
which otherwise—to which an individual might otherwise be entitled, 
and having a situation arise where those benefits might have been a 
result of credits earned in private employment, that raises an unusu- 
ally good point and one that I think we are going to need to look at 
rather carefully. 

I appreciate your comments and recommendations in connection 
with it. 

Mr. Kean, have you any questions or comments on this? 

Mr. Kean. Yes. Mr. Eckert kept talking about the parents. Do 
you feel, Mr, Birdsall, that there have been abuses in the benefits paid 
to parents such as Mr. Eckert seems to believe ? 

Mr. Brrosatt. I would like to talk to two major points on that 
Congressman. The first is that our laws with reference to dependent 
parents have consistently been liberal. The information regarding 
the results of our adjudications, statistics of the numbers on the rolls 
by groups, all groups, service-connected and other pension cases, has 
been repeatedly brought before the Congress and there has been a 
liberal attitude with reference to both determination of dependency 
and definitions. 

Now, as far as the numbers are concerned, we must bear in mind 
that the large number is attributable primarily to the fact that the 
casey the death cases have been such that the frequency, high fre- 
quency, is the existence of dependent parents where you have no widow, 
in other words, the unmarried cases. 

You would have a high frequency of those. 

Mr. Kran. In other words, you don’t want to comment on the ques- 
tion as to whether the laws have been too liberal because it has been 
the Congress and the Veterans’ Committee which has decided that the 
laws should be as liberal as they are? 
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Mr. Birpsauu. We believe, sir, that the regulations which have been 
issued have been amended very infrequently and we believe that they 
have been consistent with the intent back of the law. 

Mr. Kean. You therefore would be opposed to any suggestions for 
further tightening the law as was suggested by Mr. Eckert 

Mr. Brrpsati. Beyond what is indicated in the draft bill, we believe 
that would get into a field of very restrictive determinations. 

Mr. Kean. You believe what ? 

Mr. Brrpsatu. It would be very restrictive, too restrictive. 

Mr. Kran. It would be restrictive, that is, there would be less people 
get benefits ? 

Mr. Birpsaty. It would be inequitable, we fell, because of, for ex- 
ample, a criterion of demanding that dependency exist at the time of 
death, that was reviewed years and years ago. And consistently the 
Congress has felt, and I know as far as we are concerned, the agency 
would feel that that should not be a delimiting criterion. 

Mr. Carnes. This bill doesn’t delimit it. 

Mr. Brrpsauv. No; that is one of several alternative tests in the pro- 
posal of the other office. 

Mr. Carnes. You made the statement “beyond reasonable limits,” 
this bill—do you believe this bill is within reasonable limits? 

Mr. Brrpsaty. We believe so; yes, sir. 

Mr. Harpy. I think if I may make this observation in connection 
with the GAO’s presentation here this morning, I think they indicated 
that their thinking was that this bill might be ere: if we had 
an employability requirement in addition to the others. I don’t be- 
lieve they intended to suggest that they felt all of the things they 
mentioned should be included in the legislation. 

I believe, Mr. Eckert, didn’t you indicate that if an employability 
provision was added, it would substantially meet the GAO’s thinking? 

Mr. Eckert. Yes, sir; and I might add if you don’t mind right 
there, that we did not suggest that they would cut those people “off 
the rolls entirely in the circumstances that they just mentioned. 

Mr. Harpy. I think the record is reasonably clear on that. I had 
understood that for the most part, GAO was submitting a good many 
possibilities, but indicated that its objections would be met if there 
were an employability requirement. 

Mr. Kean. How about that employability ? 

Mr. Brrpsauy. It would be very difficult to administer, Mr. Con- 
cressman. But I did want to say that we are perfectly willing and 
anxious to work along with the staff in connection with whatever 
criteria are presented, “and we will do everything we can to help out 
on It. 

Kut we must bear in mind the administrative complications in 
these adjudicatory determinations. We have many complications 
in our laws and we don’t want to introduce something that will really 

i1e us up on the payment of these cases. 

Mr. Kean. I gather from what you say that offhand you are not 
particularly opposed to the employability except for administrative 
purposes; it would be very difficult to administer, as I can understand. 

Mr. Brrvsant. We would like to study that in the lighet of any 
other information that we might have from the staff or other situa- 
tions made and see what we could come up with. Offhand, right 
at this point, it would seem to me that that would introduce another 
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administrative complication where you would have to regulate and 
instruct and you would have to check up on all these cases. 

Mr. Kean. I can see it would be difficult to administer. 

Mr. Harpy. You are administering that ee proposition 
in connection with present pension laws. Is it particularly difficult 
administratively ¢ 

Mr. Brrpsatu. In that connection, first of all, dependent parents are 
not eligible for pension. Secondly, as to disability under part IIT 
of Veterans Regulations 1 (a) as amended, pension is payable for 
disability not shown to be due to service if permanent.and total in 
degree. 

That disability is evaluated under schedule of disability ratings 
which is predicated on average impairment of earning capacity. 

The Administrator is authorized to make determinations of con- 
ditions warranting permanent total disability ratings for pension pur- 
poses under that veterans’ regulation. Now, as a guide in determin- 
ing permanent total disability, if unemployability results from 
disability, and that is one of the basic provisions, and he is not barred 
under the income limitation in the same law, then we can pay him a 
pension if he is otherwise eligible. 

Mr. Harpy. I was trying to merely develop what experience VA 
had had in connection with the problem of determining the employ- 
ability. Do I understand then that under the present laws which VA 
administers, the only time that you have to evaluate employability or 
make a determination with respect to employability is when there is 
a loss of earning power or loss of employability due to a disability ? 

Mr. Brrosatu. That is correct. And our evaluations of just ratings 
of degrees of disability are predicated in all compensation cases and 
practically all of the pension cases on average determinations. 

Mr. Harpy. I think you get into as much hot water in connection 
with the degrees of disability as you do with any other 

Mr. Brrpsatzi. You would get into individual cases. 

Mr. Carnes. Mr. Birdsall, do you feel that the sliding scale arrange- 
ment for the dependent parents proposed in the committee’s bill 
would encourage dependent parents to work and earn a litle more 
than is encouraged under the present bill wherein a person earns 
over $105 or $175, they are cut off ? 

By the sliding scale do you think it is going to help the situation 
or do you think it will remain the same? 

Mr. Brrosatu. We believe it has its advantages. We think it is a 
very good thought. 

Mr. Carnes. There were just 1 or 2 questions about your statement. 

On page 2, in the first paragraph in the middle of that paragraph, 
“nevertheless it is desirable,” I wonder if you would explain exactly 
what you are saying there. 

Mr. Brrosatu. Well, the restrictions here, as I understand it, would 
be in the bill as planned. These groups that we mentioned here, the 
nondependent parents, nondependents brothers and sisters, would be 
excluded. 

Mr. Carnes. From the 6 months’ death gratuity ? 

Mr. Brepsatt. No. They would be included for the gratuity. 

Mr. Carnes. Yes,sir. They would get it. 

Mr. Brepsati. But they would be excluded under the plan of com- 
pensation. 
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Mr. Branp. I think what we meant there is, as we understand the 
yresent law, the basic requirement is insurability interest which may 
fs met in cases beyond those of brothers and sisters and parents. 

This bill pins it down to brothers and sisters and parents, and you 
can’t go into other collateral kindred. We felt it is sound in that 
respect. That is only with respect to the 6-moath gratuity. 

Mr. Carnes. That is right. 

Mr. Harpy. There might be some merit in that point, too. 

Mr. Carnes. You mentioned that the possible situation of social 
security wage credit for a man going into the service may work as a 
penalty tothat man. That is true, and it is true he would use a por- 
tion of his 5-year dropout which he could otherwise use advanta- 
geously, but the 5-year dropout to some extent does negate that argu- 
ment, does it not? 

Mr. Brrpsatu. Yes, sir. 

Mr. Carnes. More so than if we had not. 

Mr. Kran. Plus the average wage. The man goes in at 20 and, 
therefore, he doesn’t have to have his credit start to work until he is 22. 

Mr. Brrpsatu. I think the only difference there is by giving a little 
more weight to that fact to alleviate the situation by the proposal we 
make here. It is for consideration, that is all. 

Mr. Carnes. It has been suggested, Mr. Birdsall, to the committee, 
that aside from the 5-year dropout, that if a man’s social-security 
credits worked against his average wage, that he be allowed to dro 
them out further. The social-security people wouldn’t go along wit 
that. So the committee has explored many of those avenues. I don’t 
want you to think that they have not. 

Mr. Bares. There are those cases under the present law, under the 
$160 a month wage credit, where people have less. So it is not only 
because of this particular bill, but also because of present conditions. 
Mr. Chairman, I have one question. 

Mr. Harpy. Go ahead. 

Mr. Bates. We did get into the question of dependent parents and 
other income which they might enjoy and we didn’t get into too many 
exceptions on that. e had some on charitable organizations, relief 
or something like that. I think everybody understands the purposes 
of the committee. But I think that the recommendations which Mr. 
Birdsall has made regarding excessive medical expenses, et cetera, 
there might be something in that particular area that we might want 
to develop a little bit further, because there might be a lot of things 
born of experience in the VA that we hastily bypassed. 

Mr. Harpy. I think that we can very appropriately give some 
further thought to that. I don’t know what we can come up with. 

Mr. Bares. I suggest Mr. Birdsall give a little thought to it, Mr. 
Chairman. 

Mr. Harpy. It would be well if he would. 

Mr. Bares. They are familiar with the problem. We don’t want 
to penalize people; we want to help them. The reason why we made 
the limitation before is we thought certain income should be included. 

Mr. Carnes. Mr, Birdsall, I think you have covered this very well. 
There is only one question which I notice you have studiously avoided. 
What is your negotiations—status of your negotiations at the present 
time with the social-security administration on trying to devise a one- 
application deal with either you accepting the application or them 
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accepting the application and requiring only one certification as far 
as the marriage certificate ? 

Mr. Brrpsaty. There has been very intensive activity. The fact is, 
just before I came over here I spent about 45 minutes with the repre- 
sentative of our veterans’ benefits in connection with it. I think 
probably inasmuch as Mr. Bland has been following through on that, 
that he can give you a complete report to date. 

Mr. Buanp. T don't know how complete I can make the report, 
because we just got a fill-in on it this morning. There was a meeting 
yesterday between the social-security representatives from the operat- 
ing side from Baltimore and some of our people in the dependent 
claims department on this very problem. : 

I think the social security people had taken some of our death claim 
forms and undertaken to rework them for sample purposes, to consoli- 
date into the forms material that would be necessary for a complete 
social security application. 

Now the thing that was pointed up this morning in the discussion 
with our people was that when you try to perfect that consolidated 
form to the extent that it will be a complete basis for a social security 
application, for example, or on the other hand, if it were an applica- 
tion to them initially, a complete basis also for dependency compensa- 
tion application, that you run into such a complex, long and extended 
form that it would be more confusing than anything else. 

It would not serve the purpose envisaged by this committee. So 
that the alternative that they suggestea for consideration was that 
possibly there could be added a short separate application to the basic 
form. Let us take, for example, an application for indemnity and 
dependency compensation under this bill. There could be at the very 
end of it a very short attachment or segment which would form, shall 
we say, the nucleus for a social security benefit application but which 
would not undertake to be complete. So that when that were filed by 
the same applicant at the same time, it could be transmitted to the 
regional office of the social security people and they could work from 
that time forward. 

If they needed a new and extended form they could deal with the 
applicant. But the filing of this nucleus form initially would be the 
effective date for the payment of benefits and would assure that the 
applicant had filed for both benefits which I understand to be the thing 
that the committee is primarily concerned with. 

Mr. Harpy. Maybe I ought not to make this comment without the 
social security boys here, but I am afraid I may have to revise 

Mr. Carnes. Some of them are here. 

Mr. Harpy. Are they? 

Mr. Carnes. Yes. 

Mr. Harpy. I hope that I don’t have to revise my estimate of the 
intelligence and capability of the people who have tried to work this 
problem out, because I had not been willing to heretofore concede that 
they couldn’t come up with a satisfactory answer. I hope I don’t 
have to change that. [Laughter. ] 

Mr. Bann. Let me say this, Mr. Chairman, that our people, and I 
think the social security people, as you well know from prior diseus- 
sions, tend rather strongly to resist this whole idea for this reason— 
and I will only take a moment. 

Mr. Harpy. I don’t know the rest. 
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Mr. Buanp. You have had a number of reasons represented to you, 
I am sure, and this is our first opportunity to talk to the committee 
about it. But I believe the social security people feel this way: 
That the best interests of the claimant and of the Government are 
served by encouraging these people to come to the local office of the 
social security and there to fill out their application in the first in- 
stance and that nothing should be done to discourage them from 
following that procedure. 

Now they have regional offices scattered all over the country. On 
the other hand, most of the applications for death compensation bene- 
fits are sent out from the three district offices of the Veterans’ Ad- 
ministration, rather than being handled in the local regional offices or 
the contact offices of the VA. 

Now there is a serious question as to whether or not there would be 
a tendency on the part of widows and others to make this consolidated 
application, let us say, generally at the VA, so that the social-security 
people would not have the advantage of their presence immediately at 
the ground level, the regional offi e, to work this thing from the 
ground up. 

I am inclined to think that there is something to that; which is the 
more important factor, I don’t know, but I do believe that there will 
probably be some delays, by reason of that consolidated procedure, in 
the claimant making the necessary contact with the regional office of 
the social-security people. 

As far as our applications are concerned, they generally come by 
mail to the district offices and they are sent out that way. We would 
have to take the social-security part of that consolidated application, 
turn it over to the social-security people, then they would have to con- 
tact the claimant and maybe after the lapse of weeks they would, for 
the first time, be in touch with that claimant and get the full informa- 
tion necessary for their purposes. 

Mr. Harpy. Well, in House parlance, the task group having had 
under consideration this particular problem, it has come to no resolu- 
tion thereon. vey 

So I think we will have to reassign it, and I do hope that you are 
not ready to give up yet. 

Mr. Bianp. We are not ready to give up. As I stated, Mr. Chair- 
man, if the committee is firm in its feeling that this procedure should 
be followed, we believe, our people believe, that it would be much 
preferable to follow it on the simplified basis, the relatively simple 
basis which I attempted to describe a while ago. 

Mr. Harpy. Speaking only for myself, I am a little bit disturbed at 

the feeling which apparently still exists that we have got to get every- 
body to come into every one of these offices and it just seems to me that 
we still have a little bit of element of this bureaucratic resistance to 
the loss of any of its power, any of its touch with the citizens 
generally. 
_ And I don’t know, maybe I hate stretched that thing a little bit too 
far, but I still think that there must be enough intelligence and ability 
in the social-security people and the Veterans’ Administration to come 
up with some simple—— 

Mr. Buanp. I think that can be done. 

Mr. Harpy. Fine. I am glad to see you share my optimism. If I 
can Just get that shared in the Social Security Administration, naybe 
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you can get together. We will try to see what we can work out this 
afternoon. 

Thank you very much. Isthere anything further ? 

We are about ready to adjourn. This afternoon we will meet back 
in room 304, instead of this room. So I do want to express my appre- 
ciation to you people from the Veterans’ Administration that have 
worked so diligently on this matter and thank you, Mr. Birdsall, for 
the care that has gone into the statement you presented this morning 
and for the indienne that we will have your continuing study and 
effort until we get this thing finally worked out. 

So the committee will stand adjourned to reconvene at 2 o’clock in 
room 304. 

(Whereupon, at 12: 35 p. m., the committee adjourned to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the committee come to order. 

In following along the same line of the testimony received this 
morning, we would like to hear now from the Social Security Admin- 
istration. 

Mr. Schottland, delighted to have you with us again today. I see 
yo have some of your cohorts there, Mr. Myers, Mr. David, and Mr. 

ohen. 

Have you got enough places there for you all to sit? 

The committee is aod to have you and we appreciate having the 
benefit of such views as you may have on the draft of the bill which 
I am sure you are familiar with by now. 


FURTHER STATEMENT OF CHARLES I. SCHOTTLAND, COMMIS- 
SIONER OF SOCIAL SECURITY; ACCOMPANIED BY ROBERT J. 
MYERS, CHIEF ACTUARY, SOCIAL SECURITY ADMINISTRATION; 
ALVIN M. DAVID, ASSSTANT DIRECTOR IN CHARGE OF DIVISION 
OF PROGRAM ANALYSIS, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE, SOCIAL SECURITY ADMINISTRATION; AND WILBUR 
J. COHEN, DIRECTOR OF RESEARCH, SOCIAL SECURITY ADMIN- 
ISTRATION, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


Mr. Scuotrianp. We are very glad to be here, Mr. Chairman, and 
members of the committee. 

The department appreciates this opportunity to comment on the 
uniformed services survivors benefits Pil developed by this select 
committee. 

In our opinion, this bill would fulfill in very large measure the pur- 
poses, as we understand them, for which the Congress established the 
select committee. 

The bill, considered as a whole, would provide an improved system 
of component survivor-benefit Oe oe or the uniformed services— 
a benefit system which would afford equitable survivor protection and 


which would be readily understood by servicemen and their depend- 
ents. 
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The fact that servicemen would be assured of continuing social- 
security protection on a contributory, wage-related basis is in itself 
a major forward step. We believe that the select committee has made 
a very real contribution in the development of this bill. 

Although we believe that the proposed bill would substantially im- 
prove the present structure of military survivor benefits, the bill con- 
tains a few provisions which this Department regards as not being 
the most satisfactory approach to the matters they concern. We would 
like to take a few minutes of the brief time at our disposal this after- 
noon to review these points. 

A major provision which we consider to be in the category is the 
restriction which the bill places on the social-security coverage afforded 
servicemen. Under the bill, the OASI protection of servicemen would 
depend on their basic pay, which, of course, is much less than their 
total pay, considering the value of food, shelter, and various allow- 
ances and special pay. Since OASI protection is, generally speak- 
ing, intended to provide a partial replacement of wage loss Seach on 
the worker’s gross pay, the Department believes that it would be de- 
sirable to provide protection to servicemen which would be geared to 
their gross pay rather than to their basic service pay. 

Although the level of the proposed veterans’ compensation pay- 
ments is designed to take into account the somewhat restricted level of 
OASI benefits provided by the bill, these adjusted compensation 
amounts would not help servicemen who leave the service in good 
health. 

Some of these men would have an unduly low level of survivor pro- 
tection for some time after leaving service. 

The families of those who die from nonservice causes during this 
period of low protection might suffer a real hardship due to the re- 
stricted social-security coverage provided by the bill. 

For example, under the provision in the bill, the widow and child 
of a man who dies shortly after completing 2 years of service in the 
lower enlisted grades would receive a monthly benefit of about $72; 
if in this ease, the veteran’s gross service pay had been covered under 
OASI, the monthly benefit would be $119. 

1 would like to make it clear, however, that although we prefer cov- 
erage on the basis of gross pay, we nevertheless appreciate the exceed- 
ingly difficult problems underlying the decision of the select committee 
on this point. Moreover, we believe that contributory OASI cover- 
age of servicemen, even on the basis provided in the bill, is preferable 
by far to any of the various proposals for granting OASI credit 
for military service on a gratuitous basis. 

I would like to make passing reference to those provisions of the bill 
which would confer on servicemen special rights under the OASI pro- 
gram that are not available to civilian workers covered by the program. 

Under these special provisions, servicemen who die while in service 
or from service-connected causes, including some persons who have 
died in service or from service causes since the beginning of World War 
IT, are deemed to be insured under OASI even though the usual re- 
quirements as to previous covered employment are not met; in addi- 
tion, servicemen who incur total disability in service or from service 
causes would be deemed to have met the employment requirements for 
the disability freeze provision of the OASI program. 
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Although these provisions would extend to uniformed personnel a 
type of special treatment that is not accorded to persons engaged in 
civilian employment, the provisions appear to be desirable from the 
standpoint of the objectives of the bill—that is, to provide an adequate 
overall structure of survivor protection for the uniformed services 
with the level of compensation payments based on the assumption that 
OASI benefits are also payable. We do not feel that the special pro- 
visions are in basie conflict with OASI program principles. This 
Department, therefore, believes that the special OASI provisions are 
acceptable as part of a program that includes contributory OASI 
coverage of the armed services, provided, of course, that reimburse- 
ment is made to the Federal old-age and survivors insurance trust fund 
for the cost of the provisions as contemplated in the bill. 

This Department has given careful and sympathetic consideration 
to the provisions of the bill which would carry out the select commit- 
tee’s intention, as we understand it, to have a common application 
form which would serve as a complete application for both OAST 
benefits and veterans compensation. 

We heartily endorse the use of a common application for the pur- 
pose of insuring that survivors who file application for benefits under 
either program will have their benefit rights protected under both pro- 
oTams. 

With respect to documents necessary to support an application for 
benefits, moreover, we favor the exchange of evidence with the Vet- 
erans’ Administration. 

We use Veterans’ Administration evidence now in some cases and we 
will give the fullest possible cooperation to developing and improving 
procedures for exchange of evidence. I want to assure the select com- 
mittee that we share its interest in improving service to claimants, 

The emphasis in the administration of the OASI program has 
always been on giving the best possible service to claimants’ with 
a view to the prompt payment of claims and a minimum of incon- 
venience to the applicant. 

T would like to suggest, however, that the select committee’s major 
objective would be achieved if the application form for veterans’ 
compensation simply included a short-form application for OASI 
benefits—a short, initial application which would not contain all of 
the information needed for OASI purposes but would protect the 
survivors rights to all benefits. 

I would suggest, too, that, in any case, the Bureau of Old-Age and 
Survivors Insurance should not be deterred from receiving evidence 
directly from a claimant because of the fact that her OASI appli- 
cation was filed with the Veterans’ Administration. 

This Department is concerned that the quality of service we give 
to the public would be adversely affected if, as a general rule, we had 
no opportunity to get supplementary claims information from the 
applicant and had no opportunity to explain to the applicant her 
rights and obligations under the OASI program. 

It seems to us that, no matter how well a common application provi- 
sion of the kind apparently contemplated by the select committee is 
administered, there is a likelihood that it will defeat its purpose 
of helping the veterans’ survivors. Over the last decade, as you know, 
the provisions of the OASI program have undergone many changes. 
Policies and procedures must keep pace with these changes, and with 
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changes resulting from experience in administration and legal inter- 
pretations based on court decisions. 

As a result of thorough and continuing training, our field repre- 
sentatives are well grounded in the current provisions of the law, 
current regulations and procedures. They are capable of explaining 
clearly to OASI claimants their benefit rights, and can readily 
advise and assist claimants in obtaining any necessary proofs. 

Our field representatives are also entrusted with the responsibility 
of advising claimants of their obligation to report events which will 
suspend or terminate OAST benefits. 

We believe that our present high standards of public service might 
Le impaired if our field people were to take on the additional respon- 
sibility of maintaining a thorough working knowledge of the tecuni- 
cal provisions of the veterans’ laws, and we would assume that the 
Veterans’ Administration would encounter the same difficulty if their 
contact people were expected to keep informed of the details of the 
OASI provisions. 

Moreover, a great many of their claims, we understand, are not 
taken by their own staff but by representatives of the veterans’ organ- 
izations. We see in the idea of having one agency responsible for 
getting a complete application for benefits payable by the other 
agency the danger that some claimants will receive incomplete or 
incorrect information, with the result that more contacts may be needed 
instead of the one contact contemplated by the committee. 

Of perhaps more consequence than such multiple contacts and delay 
in benefit payments is that without a full and correct explanation of 
the obligations of OASI beneficiaries, the correct explanation of the 
obligations of OASI beneficiaries, the survivor may incur penalties— 
in the form of loss of benefits—which otherwise could have been 
avoided. 

Also, we believe that the claimant would be seriously concerned if, 
notwithstanding the fact that she had filed a claim with the Veterans’ 
Administration, she visited a social-security office to file a claim and 
we were obliged to tell here that we could not accept, or develop, her 
OASI claim until we received a copy of the complete application that 
she filed with the Veterans’ Administration. 

These concerns of the claimant are closely related to the continuing 
administrative responsibilities of the Department of Health, Educa- 
tion, and Welfare. The Department’s responsibilities do not stop 
with the filing of an application. We must be in a position each month 
to certify as to the continuing eligibility of the beneficiary. To do 
this, and therefore, to administer the program properly, we should 
have a free exchange of information with the claimant at the time 
the applicat*on is filed. 

Other than the difficulties that would be involved in a common, 
complete application, we foresee no problems in administering the 
provisions of the bill. 

Based on our experience in operating under the present law, which 
now covers almost all types of employment and self-employment. ‘his 
Department ‘s convinced that there is no question as to the admi>is- 
trative feasibility of bringing the services under contributory social 
security. 
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The reporting of necessary wage information can be handled in 
large Be through facilities that have already been established for 
payroll purposes. 

We are gratified that the select committee has provided in this bill 
for reimbursement of the Federal old-age and survivors insurance 
trust fund for the cost of the existing gratuitous wage credits for 
military service. 

The reimbursement provision would correct the present situation 
in which the contributors to the trust fund are unfairly required to 
bear the cost of the gratuitous wage credits. 

In summary, Mr. Chairman, from the point of view of the Depart- 
ment of Health, Education, and Welfare, the uniformed services sur- 
vivor bill would be more satisfactory than it now is if it were changed 
in the ways we have suggested. However, the bill would extend con- 
tributory, wage-related OASI protection to the uniformed services 
and, in our opinion, would provide major improvements in the sur- 
vivor protection of the naabars of those services. The Department 
endorses the bill and recommends favorable action on it by the 
committee. 

Mr. Harpy. Thank you, Mr. Schottland. 

Now, I am particularly interested in this last observation that you 
made, in this last paragraph. 

You indicate that it is your feeling that the bill would be more 
satisfactory if it were changed in the ways that you have suggested. 

Well, now, actually, you have made several suggestions for changes 
and then turned around and approved the manner in which the com- 
mittee has approached those particular things in the light of other 
considerations, and the bulk of your statement, other than those— 
I don’t believe I skipped one—but the bulk of it has been devoted to 
discussion as to why it is impractical to carry out the committee’s 
objective of trying to simplify the procedure of getting an individual 
in line to receive the payments. 

I don’t think that—it certainly was never my idea and I don’t think 
it. was ever the idea of any of the other members of the committee, that 
the Veterans’ Administration should have the responsibility for com- 
plete understanding of all the social-security laws and regulations 
or that social security will have the responsibility for understanding 
oll of the veterans laws and regulations. You made reference to that. 
Certainly, it was not my intention that that would be the situation. 

And neither was it my thought, or I believe the thought of the 
committee, that social security would be precluded from making its 
usual necessary checks that have to do with determining what the 
earnings were and things of that kind, and have to be carried out 
in connection with the administration of your program. 

I don’t think that any of your people should have gotten the impres- 
sion that the committee had that in mind from the discussions that 
we had, although we did have some rather heated discussions. 

Now, our primary concern was with the development of one appli- 
cation so that these payments could be gotten on the road in a hurry, 
und that the beneficiaries, the widow would have minimum require- 
ments with respect to the redtape and securing of death certificates 
and birth certificates and marriage certificates and all that kind of 
business, for both agencies. 
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Now, I made the observation previously that I didn’t—I was not 
willing to admit that there wasn’t sufficient intelligence among your 
people and the Veterans’ Administration people to get together and 
agree on a proposition where there would be a simplified one-applica- 
tion approach to this problem, and I am still not willing to do that 
unless you are coming in here and telling me you can’t do it. I don’t 
believe you are going to do that. But it certainly was not our objec- 
tive or our desire to suggest that either agency should encroach upon 
the other in the enforcement of this program. 

And I don’t think that any of your people should have gotten the 
idea that we expected the Veterans’ Kaministration to assume the 
responsibility for continuing to check wp and see whether the provi- 
sions of social security were complied with. 

Mr. Kean. Mr. Chairman, just there on that line, what is your 
idea ¢ 

Is your idea that they will make application on this form they fill 
out for the Veterans’ Administration, and also make the social- 
security application, that this will end the initiative that the woman 
will have to take, but that you in the Department might ask her to fill 
out. further papers and might call her to go to the nearest social- 
security board, and discuss the question with them; is that what your 
idea is? 

Mr. Scuorrianp. That is correct. 

Mr. Kean. So I don’t think it was quite as bad as the chairman was 
suggesting. Though I do agree that if it is necessary for the poor 
woman to have to get 2 birth certificates and 2 marriage certificates, 
and all that 

Mr. Scnorrtanp. We could do this, Mr. Kean, if I might in answer- 
ing that also comment that I am very happy to hear the statement 
of the chairman because I think we are probably not in fundamental 
disagreement. 

What we had hoped to do by common application form was two 
things. 

First, protect the date of filing, so that the minute she files that 
is the date of her filing for social security; and second, we would 
accept every proof that she files with the Veterans’ Administration 
for veterans purposes. 

In other words, she files birth certificate 

Mr. Kean. But at the same time, you might ask for more. 

Mr. Scuorriann. That is correct. 

Mr. Kran. But that would be your initiative, the woman wouldn’t 
have to do anything more until she was asked by you or asked. 

Mr. Scnottrianp. That is correct; that is correct. 

Mr. Bares. There is no difference, Mr. Chairman, from his views 
and the views which we shared. 

Mr. Harpy. I don’t think anybody—I believe the committee has 
a reasonable amount of intelligence, and I don’t think any intelligent 
person would expect that the Veterans’ Administration would assume 
the responsibility of continuing ad infinitum to secure such informa- 
tion as income data from a social-security claimant. 

That certainly would be a far-fetched proposition. Your observa- 
tion seems to carry a connotation that that is what you thought the 
committee had in mind. 

65018—535——_30 
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Mr. Scnorrianp. Very honestly, that is what I did think. But Iam 
very happy to have it straightened out. 

I think we could work this out very satisfactorily. 

Mr. Carnes. Mr. Schottland, by the same token, on page 7, you say 
that you want the applicant to still have the right to first petition to 
you for social security based upon maybe their military service. 

That is your first sentence, beginning on page 7. The point that 
concerns the committee there, I think, is if a person comes into one 
of your field offices and says her husband died in the service and he 
had this social security and she wants to file a claim, you want the 
privilege of accepting that claim from that lady; is that correct? 

Mr. ScuorrianD. That is correct. 

We think it would be extremely difficult, public-relations wise, to 
say we can’t do anything for you until we receive back your complete 
information. 

Mr. Carnes. All right. 

The question is you have some 530 field offices; do you not? If that 
lady is filing, it is important that she at the same time file for her 
Veterans’ Administration benefits because this is a package survivor 
benefit. 

If she files for her social security, and 40 days later files for her 
Veterans’ Administration benefits, she has forfeited some period of 
time of Veterans’ Administration benefits and that is one of the things 
that I think concerns us. If she files with you all, we would want 
her to be simultaneously filing with the Veterans’ Administration. 

Mr. Scnorrianp. We agree with that. 

Mr. Carnes. Could that be worked out? 

Mr. Scuorrianpb. Yes; it would work both ways. 

In other words, we would work out with the Veterans’ Administra- 
tion that the date of her filing with us would also be the date of filing 
with them. 

Mr. Carnes. But if she came into 1 of your 530 offices would you 
have one of those forms available for her with your supplement and 
say if you fill this in you are filing for both of them and then you 
would in turn forward them to the Veterans’ Administration ? 

Mr. Scuorrianp. That is our plan; yes, sir. 

Mr. Carnes. Then it would be either whether they went to the Vet- 
erans’ Administration or to your field offices there would be a simul- 
taneous filing? 

Mr. Scuorrianp. Correct. 

Mr. Carnes. I think that is one of the things you wanted to avoid, 
was it not, Mr. Chairman, filing for one and not getting the other? 

Mr. Harpy. The committee has not taken any firm position that one 
agency should have the sole responsibility or that either agency should 
undertake to perform the responsibilities of the other, except insofar 
as gathering the initial data was concerned. Now, I really get a little 
bit distursed when we talk about your calling these people in and you 
are not able to accept an application because she has already filed one. 

Now, I hope that the Veterans’ Administration, if they accept the 
application, will not so long delay that part of it which relates to 
social security as to cause there to be any delay to the widow or to 
create a situation under which Social Security would be in the posi- 
tion of saying we can’t take your application or we haven’t got any 
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information on this thing. I don’t believe that the Veterans’ Admin- 
istration is going to get itself in that kind of shape. 

I hope if Social Security receives any application for the Veterans’ 
Administration, that they won’t put the Veterans’ Administration in 
an embarrassing position by failing to forward the application 
promptly. 

That is the kind of thing that worries me a little bit. You talk 
about not being able to process an application or causing some addi- 
tional delay because the other agency hasn’t sent the information on 
to you. 

Then there is another thing, I am just wondering, of course, Social 
Security is going to have to be sure it has all the information that is 
pertinent to a particular claim. But we may not have accomplished 
very much if we develop a situation or procedure under which an 
applicant might file her application with the Veterans’ Administra- 
tion, the VA sends it back to Social Security or sends that part of it 
which is appropriate to Social Security, and then Social Security in 
every case calls them in and says, “Now, you have to provide all that 
information.” 

That sounds like what you are proposing to do. So that actually, 
the procedure that we are talking about won’t accomplish anything 
at all except to provide an initial application which will assure to 
the individual claimant that once they have filed an application they 
have filed it for both programs. 

I still don’t understand why we are having any difficulty with this 
proposition. I just have a hard time seeing it. It looks to me like 
both agencies are so jealous of the other one, particularly Social Se- 
curity. Actually, Veterans’ Administration hasn’t fussed with it, 
they have indicated a willingness to go along the best they could to 
get the information from Social Security. But Social Security has 
thrown more roadblocks to this program. 

Mr. Bares. There was a misunderstanding here. 

Do you feel you can straighten this out now ? 

Mr. Scuorrianp. Yes, I really think we can. I don’t think there 
ought to be any difficulty. I just would like to say, Mr. Chairman, 
that we certainly don’t want to throw any roadblocks in the way and 
I think we are very proud of our record, which Congress has affirmed 
time and time again, of the service that we give to the people. 

You see one of our problems is this, in considering our not making 
any contact with these people. 

A large percentage of them would be making their application 
through the veterans’ organizations, handled by veterans’ service offi- 
cers who are volunteers. They cannot be expected to give the woman 
the kind of advice she needs with reference to OASI. 

Now, she can get into all kinds of problems if they don’t thoroughly 
understand the OAST provisions, her responsibility to report if her 
situation changes, if income changes, the children—her child-care situ- 
ation changes. And this makes a lot of work for us, it makes it diffi- 
cult for the widow and all we want to be sure of is that when a person 
gets their first check, they understand thoroughly what their obliga- 
tions are just as they would if they were going to any private insur- 
ance company. 

Mr. Kran. Mr. Chairman, along that line, I think you probably 
have had the same experience that the rest of us have, that when a 
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person goes to the Social Security office they are treated as people 
should be treated. 

Sometimes, when they go to the Veterans’ Administration I have 
had complaints that they are kicked around from pillar to post, when 
they go certainly to the unemployment agency in my State they have 
been icicked from pillar to post. But that the Social Security officers 
do try to treat the people in a very decent way and explain that they 
are there to help them, rather than to try to counteract. 

Mr. Harpy. I would have to both agree and disagree with that 
statement. I think all agencies try to do that. 

Mr. Kean. I have never had any complaints about the Social Se- 
curity. 

Mr. Harpy. You haven’t? 

T have. 

Mr. Kean. I have about others. 

Mr. Harpy. I have had some from Social Security, too, and it may 
be with that background—and that, incidentally, is not critical of 
the management of the social security down in my baliwick. But I 
think that is a situation which happens to all agencies at times. 

Mr. Bares. Personnel problems. 

Mr. Harpy. That is correct. 

Mr. Kean. I think the Social Security is more apt to realize that 
they are there to try to help the people. 

Mr. Bares. I know the Veterans’ Administration do a remarkable 
job in my neck of the woods. It depends upon the people you get, 
regardless of the system. 

Mr. Harpy. Notwithstanding your contact with Social Security, 
I won’t buy any argument that there is much to be preferred between 
the two agencies down in my neck of the woods. 

But to get back on the question of this point that we have 
been discussing, the major concern that I have is to make this 
initial qualifying for benefits as simple as it is possible to make it, 
and I would hope that in a majority of the cases, yes, most of the cases, 
the initial application would provide a proper basis on which the 
initial social-security payment could be made. 

Now, I know that you have pot to go back from time to time to get 
information, and that is perfectly understandable, and it is in keeping 
with your responsibility under the Social Security Act. 

But I would hope that we can develop a procedure that is sufficiently 
simple that the rank and file of applicants will be able to qualify for 
the first payment under social security as well as from the Veterans’ 
Administration on the basis of the initial application which they file. 

Mr. SuHorriann. Well, I just want to assure you Mr. Hardy that 
we will work our darndest to effectuate the best procedure. I don’t 
want to minimze the difficulties, however, and this isn’t said in any 
bureaucratic way, because we are anxious to avoid work, not only for 
the applicant, but for ourselves. If we can accept what is already 
done, it helps us. 

There are some real difficulties. 

For example, many a widow could come to us later and say, “You 
lulled me into a sense of false security, I could have gone to work or 
I have gone to work and now you are taking away my benefits because 
you didn’t explain this thing to me thoroughly.” 
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We have found the most important part of our application process 
is working with her as to what her best plan is. Maybe her best plan 
isn’t to file for OASI benefits in some cases, because it may be that 
she has some possibility of making money, she has some income. 

This retirement test which Congress enacted is very complicated. 
There are ways of working it out so that she can get the maximum 
OASI, there are ways she would lose it, depending on her income, 
depending on how she spreads it through the year. 

These are things she has a right to expect from us. She has a right 
to expect to find out from us what her rights are. 

Now, at the same time, we protect—we'll be very happy to report 
back to the members of the committee on what we have done from time 
to time and how far we have gotten on the thing. I think we can work 
this out. 

Mr. Bares. How long will it take you, Mr. Shottland, to give us an 
idea of your procedure and to work out a form which you can show us? 

Mr. Scuorrnanp. As I understand the work of the committees of 
both agencies they are pretty close to some general agreement now 
on things. Is that right? 

Mr. Davin. Yes. 

Mr. Scnorrianp. I think within a few weeks we ought to be able to 
develop some idea as to what the procedure would be. 

Mr. Bares. A few weeks? 

We hope to have this bill through in a very short time, through the 
House. 

Mr. Scuorritanp. We can work under this bill as it is now—as the 
language now is. 

We can work under this bill and go ahead and develop a common 
applocation form without any difficulty as far as we can see. 

Mr. Carnes. As soon as that is available, would you submit a copy 
of the common application form to the committee for its perusal? 

Mr. Scnorrnann. Be very glad to do that. 

Mr. Harpy. We would like to have that by the middle of next week, 
if possible. 

Mr. Scnorrianpb. Yes; we can do that. 

Mr. Harpy. Fine. 

Any other questions, Mr. Bates, Mr. Kean? 

Mr. Carnes! 

Mr. Carnes. Yes, sir. 

[I want to raise 1 or 2 questions with you, Mr. Schottland. 

In the opening part of your statement you said you thought it 
would have been much more advantageous if gross pay had been used 
for ene the social-security benefits instead of base pay; is that 
right 

Mr. Scnorrianp. That is right. 

Mr. Carnes: Has anyone in the Office of Health, Education, and 
Welfare raised the question, or do you think it is a real issue that if 
gross pay were used to calculate the social-security wage credits that 
it may be also a just and proper basis for calculating income tax for 
the men in the Armed Forces? 

Mr. Scuorrianp. We don’t think that is an issue, Mr. Carnes, be- 
cause that was faced many years ago with reference to other employ- 
ment under the Social Security Act. 
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For example, the janitor that lives in an apartment house because 
the employer requires him to be there. The value of his room and 
lodging is not calculated for income-tax purposes but is calculated 
for purposes of social security.. So that we have a long precedent of 
a series of gross-pay problems where the gross pay is calculated for 
OAST, not calculated for income tax, I think so thoroughly established 
that I see no reason why the thing should ever come up in this area. 

Mr. Bares. You have it on the other side with domestics; you don’t 
include the gross pay of domestics; do you? 

Mr. Scuorriann. No; we do not, because that was considered at the 
time, and I think everyone felt, Congress felt, it was just too difficult 
to calculate that because of the domestics generally, anyway, house- 
wives taking care of the situation. 

Mr. Harpy. You don’t calculate with respect to farmers either; do 
you? 

Mr. Scnorrianp. No. 

Mr. Carnes. Mr. Kean, do you concur in that? 

I think it was you who raised the areeson | 

Mr. Kean. About the income tax / 

Mr. Carnes. Yes. 

Mr. Kean. I don’t have anything else, except janitors. Is there 
anything else? 

Mr. Harpy. I don’t know about the question of gross pay. 

Mr. Kean. I certainly think that if you are going to calculate OASI 
on the benefit of gross pay, that they certainly ought to pay income 
tax on it. 

Mr. Harpy. That is right. 

I have a case in my district right now where one of my constituents 
is complaining bitterly because he is held down on his social-security 
benefits, and that was done because of the manner in which he handled 
his income tax, being a self-employed individual, because he didn’t 
take out of the firm personally any more money, why he was not 
eligible to pay any greater social-security tax. An the Social Security 
ruled, I think, that his income was pretty well established. So while 
it didn’t exactly involve gross pay, it did involve a relationship be- 
tween his income-tax return and his social-security eligibility. 

Mr. Scuorrianp. I really am not in a position to say what Treasury 
or Internal Revenue would do about it. 

Mr. Carnes. Mr. Shottland, the committee gave a great deal of 
thought to this gross pay and base pay. And several people today 
have testified that gross pay has certain advantages. 

I think the committee has fully evaluated all of those advantages. 
Sort of a policy decision on a question of judgment has been made 
there. The one significant absence in your testimony, not having had 
a chance to review it before you gave us copies this afternoon—I don’t 
have the file down here with me—but I think that Mrs. Hobby in a 
letter strongly urged the committee in its bill to acknowledge the debt 
currently owed the OAST trust fund and to make provisions for pay- 
ing that debt over a period of time. Now, I don’t think that is con- 
tained in the present bill. We were waiting to some extent to see 
what you all had to say on that score. 

Mr. ScuorrianD. It is in the bill. 

Mr. Carnes. Sir? 

Mr. Scuorrianp. It isin the bill. 
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Mr. Cowen. Yes; it is in the bill. 

Mr. Carnes. Do you concur with the way it is stated in the bill? 
Is it adequately stated for your needs? 

Mr. Scnorrtanp. Yes; I think so; and we are very happy that the 
committee did it. 

Mr. Carnes. What section of the bill is that? Page 39 of the bill? 

Mr. Harpy. We appreciate having you call to the attention of the 
committee what is in our bill. [Laughter.] 

Actually, we have had so many things that we have tried to be 
sure were included that we hgven’t always been sure whether we 
really got it done. 

The staff people worked awfully hard to try to put in there the 
things the committee has brought up. 

But sometimes they have had to read our mind 

Mr. Scuorrianp. As I told Mr. Carnes—and I don’t want to exag- 
gerate—as I told him before the meeting, 3 months ago I said to my 
staff, “The committee will never work this thing through; it is too 
complicated.” I do think the members of the committee, as well as 
the people who participated, deserve a lot of credit for working this 
thing through, because we didn’t see the answer. 

Mr. Carnes. This language—is it satisfactory to you all? 

Mr. Scnorrianp. That is satisfactory to us. 

Mr. Kran. Now, I haven’t seen this before, but I do notice that it 
seems to be in a different form from that which is in the bill which is 
reported out in the Ways and Means Committee. I think the bill as 
reported out in the Ways and Means Committee did not provide for 
uny 10 years; it just authorized the payment. 

Mr. Conen. Mr. Kean, we gave the clerk of the committee alter- 
native language, 2 ways, with this as 1 of the 2 alternatives. 

Mr. Kran. I think the way it has been written was the other way, 
not providing for the 10 years, that is. 

Mr. Carnes. You are speaking of the extension ? 

Mr. Kean. The extension in the Ways and Means Committee where 
they extended the—— 

Mr. Carnes. $160 gratuitous credit? 

Mr. Kean. Yes; there is a provision like this in the same bill—— 

Mr. Conen. I think we left it. The same legislative draftsman 
who drafted this was also drafting it for the Ways and Means Com. 
mittee. I believe one of the reasons why the committee did not yet 
actually report out the language was in hopes they could leave the 
language out or make it identical with this so there wouldn’t be any 
inconsistency. 

_ Mr. Kean. I would like to know the reason for that 10 years. What 
is the reason for the 10 years? 

Mr. Conen. The general reason for the 10 years is so there would 
not be any burden on the Treasury in any 1 given year which would 
adversely affect the budget. That is to try to finance this accrued 
cost over a period of time so that there wouldn’t be any undue burden 
In one particular year, to spread it over a period of time. 

Mr. Kran. As i understand this, does this mean that if you paid—if 
the appropriation was not made, for instance, in the second year, and 
more was made in the third and fourth, the appropriation would 
have to be larger on account of interest ? 

Mr. Couen. Yes. 
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Mr. Kean. So starting in interest as of the passage of this bill? 

Mr. Couen. That is right. That would be true under any circum- 
stances. You owe the interest until the amount is paid. 

Mr. Kean. Yes. You are acknowledging the debt, starting interest 
as of that day, and by that provision making it parses over a period 
of 10 years. So that gives no flexibility to the Bureau of the Budget 
as to when or how they are going to pay it. 

Mr. Conren. Well, there is still—this doesn’t say you have to pay 
it in absolute equal amounts during the 10 years. But it says that the 
total liability will be carried out at the end of 10 years, and the hope 
is that it will be equal in 10 years, but just to avoid any difficulty we 
didn’t want to have to put a great burden on the budget 1 year, if 
for $5 million or $10 million they wanted to vary it in a given budget 
vear. But this permits the Congress to take care of the debt at the 
end of a 10-year period. 

Mr. Kean. And this does not—this does not mean that it would 
have to be paid a certain amount every year ? 

Mr. Conen. No, sir. 

Mr. Bares. This is the Secretary of your Department? 

Mr. Conen. Yes, sir. 

Mr. Bates. Mrs. Hobby? 

Mr. Scuorrnanp. That is right. 

Sit, Ereae She is going to make that determination? I mean that 
ce 

Mr. Scuorrianp. Yes. We would make a submittal to the Bureau 
of the Budget the same way that we submit all of our expenditures 
to the Bureau of the Budget. 

Mr. Kean. You say the Secretary shall make the determination? 

I am opposed to that. 

I think the determination should be made by the trust fund, by 
the people who run the trust fund. 

Mr. Scnorrnanpb. Well, the only records available from which the 
determination can be made are the records that the Secretary has. 
That is why we say the Secretary shall determine the amount. That 
doesn’t mean that if someone disagrees we don’t have to present our 
complete case just like any other budgetary item. 

Mr. Kean. It seems the people who ought to determine what is 
ordered to the trust fund are the people who run the trust fund. 

Mr. Scuorrianp. This is a matter of making a mathematical cal- 
culation-computation and when we say the Secretary we mean the 
people in the OAST who have these records who would make—— 

Mr. Kean. Yes, but the trust fund technically at least is run by a 
Board of Trustees. 

Mr. Scuorrianp. But the Board of Trustees has control of the fund 
and the investments, but the amount that comes into the fund, the 
amount due to the fund, these are all matters determined by the OASI, 
Secretary of Health, Education, and Welfare. 

The trustees are not charged with the responsibility of the book- 
keeping arrangements. 

Mr. Bares. This is a direct appropriation during different years?’ 

Mr. Couen. No, authorization, it is an authorization for an appro- 
priation. 

Mr. Bares. I understand that. 

Mr. Conen. That is right. 
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Mr. Bates. But we are talking eventually about the appropriation 
to reimburse the trust fund. 

Mr. Scuorrianp. That is right. 

Mr. Bares. There wouldn’t be an appropriation to the Department 
of Defense like some of this other stuff ? 

Mr. Scnorrianp. No. 

Mr. Bates. Now, who would challenge it? Would the Bureau of 
the Budget challenge any figure which you might submit? What 
are their views on it ? 

Mr. Scuorrianp. Bureau of the Budget, GAO, we would have to 
submit it—— 

Mr. Bates. That is just in the normal course of things. 

Mr. Scnorrianp. That is right. 

Mr. Bares. How about the method of how this figure will be deter- 
mined? I presume you would come up with the highest figures you 
can ¢ 

Mr. Scuorritanp. No, we would come up with the correct figure. 
[| Laughter. | 

Mr. Carnes. You all pretty well committed yourself as to the man- 
ner in which it shall be calculated and you have estimated to the 
committee the general realm of the figures which you think will finally 
be arrived at, haven’t you, Mr. Myers? 

Mr. Myers. That is right, if this were carried out on an individual 
basis which it won’t be because it will be too costly, but if it were carried 
out on an individual basis it is strictly an accounting matter of how 
much money was actually paid out in additional benefits. So there 
would be, assuming there were no arithmetical mistakes, there would 
be just one answer. Now, for purposes of economy I think this would 
have to be carried out on a sampling basis insofar as the past is con- 
cerned, and assuming the sampling procedures were reasonably well 
done, it will give—the results will be reasonably reliable and there 
would be no question of giving a higher or lower figure. It should be 
a good approximation to the exact figure. 

Mr. Bares. You are going to use the residual cost method ? 

Mr. Myers. This is the residual cost method. 

oo Kean. Actually the Secretary is Mr. Myers in this case, prob- 
ably. 

Mr. Conen. Plead the fifth amendment. [ Laughter. | 

Mr. Carnes. Mr. Myers, the figure is going to be approximately $590 
million in your opinion ¢ 

Mr. Myers. No. The figure that is being determined here is how 
much has been paid out in the past. The future figures will flow from 
the actual check payments in the future. 

Mr. Carnes. In the past you have spent about $160 million ? 

Mr. Myers. In the past we have spent something like—well, the 
figures that have been given the committee were as of the end of last 
year. This carries it a further 6 months. I have estimated that this 
figure as of July 1, 1955, including the accumulated interest and a small 
amount of additional administrative expenses during that period, it 
would total about $190 million. The figure that you gave was as I saw 
the 6 months earlier figure, and it didn’t include a small amount that 
would represent accumulated interest in there. 

Mr. Carnes. For the cost that you are going to get in the future for 
claims already on the books you have estimated to the committee previ- 
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ously that with the $160 million plus all that you have to pay out, 
would be approximately $590 million, does that figure still stand or not ¢ 

Mr. Myers. That figure still stands, except for the fact that that was 
all done as of the beginning of the year, 1955. There is 1 additional 
year’s gratuitous wage credits not included. So that the $590 million 
still stands as of the beginning of 1955. 

Mr. Carnes. Of this $160 million or $190 million that is due now 
do you want that paid over a 10-year period? 

Mr. Myers. That is what the bill provides. 

Mr. Carnes. You likewise would be reimbursed annually for the 
amount that you are actually paying out by virtue of these $160 wage 
credits ? 

Mr. Myers. That is true. 

Mr. Carnes, You are liable to be doing that for the next 30 or 40 
years. 

Mr. Myers. Yes, many years. It would be a fairly sizable amount 
for the next few years, because there are still some survivors from 
World War II. Then it would drop to a very low level and would 
later rise when men got to be 65 and might use these wage credits. 

Mr. Bares. Where is the reference in the bill to future years ? 

Mr. Myers. That is on lines 10 to 16 on page 38. 

Mr. Bares Sections A, B, and E, refer to future payments under 
the gratuitous $160 a month wage credit. 

Mr. Myrrs. That is the $160 wage credits and also the old provision 
in the 1946 amendments that guaranteed insured status to veterans for 
the first 3 years, which is a relatively small item as compared to the 
Si60 wage credits. 

Mr. Carnes. Mr. Carlson, I think you have one question that has 
been considered by the committee in trying to overcome a problem. I 
wonder if you would state it to Mr. Schottland and his staff and see if 
they think it is a practical approach to the problem. 

Mr. Cartson. We have had some criticism or problem, let us say, 
of fixing the situation at the low pay levels of the widow and two 
children getting the same social-security benefits as the widow and 
one child. There has been various suggestions. As the bill is written 
we have a $20 increment for each child. And there has been another 
method proposed and we are wondering about your reaction to it: Of 
the‘social security making 2 calculations, 1 with the 80 percent maxi- 
mum, and | without, at these low levels, and informing the VA what 
the difference is, that you would go right ahead and pay your usual 
benefit but the VA would pay the difference between the 2, keeping the 
$200 maximum, 

Mr. Carnes. Would that be any improvement over the $20 flat fig- 
ure that has been tentatively agreed upon ? 

That is the question, is it ? 

Mr. Cartson, Yes.- You realize the $20 increment will cause 
people in lower pay brackets getting more income than those in a 
higher pay bracket. 

Mr. Scuorrianp. Of course, the $20 would be much simpler from 
our point of view. Now, whether it would be the best, we would 
have to look into it. I am just not 





Mr. Cartson. Drawing the line at $135, there are 2 examples here, 
and E-4 with less than 2 years and E-4 with more than 2 years. One 
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is under $135, the other is over it. The one under it gets $256, and the 
1 over the limit gets $233, the widow and 3 children. 

So the higher pay, the survivors will get less income because of the 
$20 flat. If you remove this maximum you get a grading into a zero 
situation, as the wage goes up. 

Mr. Carnes. There is an inversion there he is trying to correct. Mr. 
Carlson, maybe we had better take that under advisement. 

Mr. Scuorr.anp. Yes. 

Mr. Carzson. We can talk to you about it later. 

Mr. Scnorrianp. Yes. Our initial reaction is that this $20 provi- 
sion in the bill is preferable. But we certainly would be prepared to 
discuss the other. 

Mr. Harpy. Any questions? 

Mr. Schottland, we certainly do appreciate your helpfulness—you 
and the members of your staff; thank you for their helpfulness all 
along the line in this activity. And glad to have you with us today. 

Mr. Harpy. The committee would like to hear from the Coast Guard 
now. 

Admiral Kenner, are you ready, sir? 

Admiral Kenner. Yes. 

Mr. Harpy. Would you come up and bring your cohorts up? 

Have a seat, Admiral. 

Mr. David, all you folks leaving ? 

Don’t you think you had better have somebody stay around to protect 
your interests ? 

Mr. Davin. We are. 

Mr. Bares. You get to work on that other thing now, Mr. David. 


Mr. Harpy. Admiral Kenner, the committee appreciates your pres- 
ence here today and the presence and helpfulness and some of your 
cohorts in times past. 

We shall be glad to have your comments on the draft of the bill. 

Admiral Kenner. Thank you, sir. 


FURTHER STATEMENT OF REAR ADM. WILLIAM W. KENNER, 
CHIEF, OFFICE OF PERSONNEL, UNITED STATES COAST GUARD 


Admiral Kenner. I am Rear Adm. William W. Kenner, United 
States Coast Guard, Chief, Office of Personnel. 

In previous hearings before this committee the Coast Guard sup- 
ported and recommended the Department of Defense, plan A, for a 
bill for enacting into law survivor benefits for members of the armed 
services, 

It is our understanding that this new bill as given in Committee 
Print No. 3, and suggested by the select committee for enactment, is 
one which embodies in general the principles of plan A. 

_ After consultation with the task group of the Department of De- 
fense which has assisted this committee in this matter, we are in- 
formed that the Department of Defense has made a careful study and 
analysis of the new bill and approves of it. 

_ The shortness of time and lack of an adequate staff prevents the 
Coast Guard from making a similar study and analysis. However, 
we realize that much time and study has been devoted to this problem 
by the Department of Defense. We are satisfied with the recommen- 
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dations of Department of Defense staff, accept its recommendations, 
and will support them. 

The Coast Guard, therefore, recommends enactment of the legis- 
lation for survivors benefits of the uniformed services, as stated in 
Committee Print No. 3, dated June 3, 1955. 

Mr. Harpy. Admiral, the committee appreciates that expression. 
But you surely are swallowing the Defense Department’s position 
hook, line, and sinker without getting into this thing. 

Now as a usual thing that is pretty reliable. But Captain Hoyt, 
you notice, has done + Be of work on this thing, and you think what 
he tells you is in the bill suits you all right? 

Admiral Kenner. Yes, sir. 

We examined the committee print, and we do not have the expert 
advice and staff that they have to analyze it, and we are willing to 
accept it if they deem it satisfactory to the other services. 

Mr. Harpy. Personally I think you are on pretty sound ground, 
but I wanted to be sure that you knew the extent to. which you are 
placing confidence in these boys. [Laughter. ] 

Admiral Kenner. Well, the Commandant agreed with me and cer- 
tain Treasury officials did. 

Mr. Harpy. We appreciate very much your expression in this 
connection, and if prior to the time the committee finishes its consid- 
eration, if you should get into the details of the program itself and 
have any constructive suggestions we would be glad to hear from you. 

Admiral Kenner. Thank you. We are going to continue to watch 
the committee’s work. 

Mr. Harpy. Thank you. 

Have the members of the committee any questions, Mr. Bates? 

Mr. Bates. No. 

Mr. Harpy. Mr. Kilday? 

Mr. Kizpay. I just want to comment we never have any trouble 
with the Coast Guard. 

Mr. Harpy. Mr. Kean, any questions? 

Mr. Kean. No. 

Mr. Harpy. Mr. Carnes? 

Mr. Carnes. There is just one question I would like to ask. 

We realize that you have not had a chance to fully absorb this 
rather detailed bill. But have you all carefully analyzed it to see 
that there is any facet of the Coast Guard program that is not ade- 
quately provided for, are your Reserve components, auxiliary com- 
ponents, and so forth, as far as the Coast Guard itself goes, are you all 
well protected under this bill? 

Admiral Kenner. Yes, I think I can say the Coast Guard Reserve 
and the Regular Coast Guard are protected under this bill. 

Mr. Carnes. You do not have any women’s auxiliary corps or any- 
thing like that? 

Admiral Kenner. We do not have any regular auxiliary women’s 
reserve as such. 

We do have a female component of the Coast Guard Reserve, but 
they are in the same category as the male reservists and are pro- 
tected equally with the male reservist. 

Mr. Carnes. You are one of the fringe services so to speak—there 
will be no persons in the Coast Guard after the date of enactment 
of this bill who would be eligible for FECA benefits; is that right! 
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Admiral Kenner. That is right, sir. 

I would like to make one reservation, I am not sure of the former 
temporary reservist that existed during the war. 

I think we have a very small number of those people on the books 
but we do not employ them in any way now. 

I think that as I recall during the war if they were injured on 
active duty they were allowed some civilian benefits. 

But we have no such component now and we certainly do not 
employ them now. 

Mr. Bares. None of you are entitled to the group insurance bill 
now, Admiral, are ct 

Mr. Carnes. Federal employees group insurance? 

Admiral Kenner. No, sir. 

Mr. Harpy. Thank you very much, Admiral. 

We appreciate it very much. 

Admiral Kenner. Thank you. 

Mr. Harpy. Mr. Johnston of the Public Health Service? 

Mr. Johnston, we are glad to have you with us again. 

You have been pretty faithful in attending these hearings. 

Mr. Jonnson. Thank you, sir. 

Mr. Harpy. We are glad to have you. I see you have a prepared 
statement, You just go ahead and proceed. 


FURTHER STATEMENT OF ROBERT JOHNSTON, OFFICE OF THE 
SURGEON GENERAL, UNITED STATES PUBLIC HEALTH SERVICE, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Jounston. Yes, sir. 

It is a pleasure to appear before this committee again to testify 
on the survivor benefits bill (Committee Print No. 3) which is now 
being considered by the select committee. My testimony will be lim- 
ited to the effect of this bill on the commissioned corps personnel 
system of the Public Health Service. 

As we have previously testified, the commissioned corps of the 
Pubhe Health Service does not currently have an adequate survivor- 
benefit program. The bill, by including members of all the uniformed 
services within its scope, would provide a reasonable level of benefits 
for the survivors of commissioned officers of the Public Health Service. 

In order to conserve the committee’s time and to avoid repetitious 
testimony concerning a detailed analysis of the bill, I would like to 
confine my testimony to those provisions of title V of the bill which 
exclusively affect the Public Health Service. 

Section 501 (b) would amend section 212 of the Public Health Serv- 
ice Act in several respects. Section 212 currently provides certain 
military benefits, including survivor benefits, for Public Health Serv- 
ice commissioned officers on account of active service in the com- 
missioned corps during time of war or when on detail to one of the 
armed forces. 

The amendment would, in the first place, bring up to date and 
-larify section 212 by deleting obsolete references to laws which have 
Leen —— or which lapsed with the termination of World War II. 
It would also make section 212 consistent with the general provisions 


of the survivor benefits bill. 
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The amendment would in the second place, provide that active 
service in the commissioned corps shal] be deemed to be active military 
service under laws administered by the Veterans’ Administration 
(except the Servicemen’s Indemnity Act of 1951) and under the tem- 
porary wage credit provisions of the Social Security Act. 

This amendment would, with certain limitations, be applicable to 
active service performed on or after July 4, 1952 (the date on which 
the commissioned corps reverted to nonmilitary status), with any 
benefit payments under it could be made only for periods after the 
effective date of the bill. 

In view of the proposed repeal of the disability and hospital cover- 
age of members of the commissioned corps under the Federal Em- 
ployees’ Compensation Act, the amendment would also provide, in 
effect, for disability and hospital benefits for such members under laws 
administered by the Veterans’ Administration. 

Although this amendment creates retrospective eligibility, it au- 
thorizes benefit payments only for months commencing with the ef- 
fective date of the bill. 

Accordingly, section 501 of the bill does not authorize any lump- 
sum payments relative to the death of an officer occurring before its 
effective date, such as the 6 months’ death gratuity, burial expenses 
under Veterans’ Administration laws; nor would it create any eligibil- 
ity for payments under the Servicemen’s Indemnity Act for deaths oc- 
curring after July 3, 1952. This amendment follows the patterns of 
other benefit statutes which ordinarily authorize only prospective 
payments. 

Insofar as section 205 of this bill establishes eligibility to dependency 
und indemnity compensation for survivors of commissioned officers 
who have died on active duty prior to the effective date of the bill, it 
is our belief that this compensation would provide reasonable benefits 
for such survivors—that is the survivors dying before the effective date 
of the bill, without the need for additional retroactive month pay- 
ments or the payment of any lump-sum benefit. 

Section 501 (b) would also authorize a recomputation of old-age 
und survivor insurance benefits for commissioned officers or their sur- 
vivors in those cases where eligibility for such benefits arises prior 
to the effective date of the bill. Whereas this provision would affect 
relatively few persons because of the 5-year “drop-out” provision of 
the Social Security Act, it would authorize higher benefit payments 
in some few cases based on the extension of gratuitous wage credits 
to July 4, 1952, for commissioned officers of the Service. 

Section 501 (c) would preclude coverage under the Federal Em- 
ployees’ Group Life Insurance Act for Public Health Service com- 
missioned officers entering on active duty after the effective date of 
the bill. 

It further provides that any such officer who became insured prior 
to such date may retain his group life insurance coverage, but if he 
dies subsequent to May 1, 1956, no dependency and indemnity com- 
pensation shall be payable to his survivors. 

This provision avoids the possible question of abridgement of con- 
tractual rights for those officers presently holding group life insur- 
ance policies. 

The date of May 1, 1956, which is 4 months after the proposed ef- 
fective date of the bill, is necessary as a transitional provision in order 
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that such officers may be informed of their rights under the bill and 
may have ample opportunity to cancel their policies if they desire 
coverage under title II of the bill. 

We are in agreement with this provision. 

Section 501 (e) would preclude commissioned officers of the Serv- 
ice, including their surviving beneficiaries, from benefits under the 
Federal Employees’ Compensation Act. 

In view of the inclusion of the commissioned corps within the scope 
of the bill, the elimination of benefits under such act is necessary in 
order to avoid an undesirable duplication of benefits. 

In conclusion, Mr, Chairman, I would like to state that the Depart- 
ment of Health, Education, and Welfare and the Public Health Serv- 
ice are in accord with the principles and purposes of the bill and ap- 
proves those provisions which exclusively pertain to the Public 
Health Service. 

Mr. Harpy. Thank you very much, Mr. Johnston. 

Any questions from members of the committee / 

Mr. Kitpay. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. No. 

Mr. Harpy. Mr. Kean ? 

Mr. Kean. No. 

Mr. Harpy. Mr. Carnes, do you have some questions? 

Mr. Carnes. Mr. Johnston, part of what you are trying to do here, 
and as you know and I think the committee does, that the Public 
Health Service was given considerable latitude to draft this language 
and when the bill is marked up the committee may not concur with 
some of the things that are in here. 

But part of the purpose in going back to July 4, 1952, on a retro- 
active basis, is to cover—that is when your wartime coverage ceased, 
is that right ? 

Mr. Jounsron. That is the date on which we lose military status. 
So that is retroactive to bridge that gap between that date and the 
effective date of the bill. That is the purpose. 

Mr. Carnes. Those people who died during that period, they are 
relatively few in number ? 

Mr. Jounston. We have had 17 commissioned officers die on active 
duty since July 3, 1952. 

Mr. Carnes. Did any of those 17 get FECA benefits to your 
knowledge ? : 

_ Mr. Jounson. I am sure that probably a few have, Mr. Carnes. 
In toto since we drew up some statistics on deaths since 1941, it 
showed that in only 16 percent of the deaths did the survivors obtain 
eventually employee compensation. 

Mr. Carnes. Of those 17, any who received FECA benefits would 
not receive any supplemental benefits under this act? 

Mr. Jounsron. That is as I understand it, they could keep their 
FECA, but would get no supplemental benefits under this. 

Mr. Carnes. When you talk about the group insurance here, what 


happens—you are going to let a man who has his group insurance— 


aT going to give him until May 1, 1956, to cancel that insurance 
out ¢ 


Mr. Jounsren. That is right, Mr. Carnes. 
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Mr. Carnes. If he wants to keep it after May 1, 1956, he has the 
right to do so, but he will not be eligible for the benefits under this 
bill? 

Mr. Jounston. No, that is not quite correct. 

He could keep it after that, let us say he canceled it in July but died 
in September, as I understand it, it is a question if after May 1 he dies 
and at the time of his death has in effect a group life insurance 
policy, then he will—his survivors will not be eligible for the de- 
pendency and indemnity compensation. 

Mr. Carnes. Under this bill? 

Mr. Jounston. Under this bill. 

Mr. Carnes. What would his survivors be eligible for other than 
the group life insurance benefits? 

Mr. Jounston. Well, as I understand it, of course they would get 
the death gratuity. 

Mr. Carnes. Six months death gratuity ? 

Mr. Jounston. Six months. And if the widow had minor children 
or children under 18 she would also be eligible for social security 
benefits. 

Mr. Carnes. But they would be precluded from FECA benefits 
after the date of enactment of this bill. 

Mr. Jounston. That is right. 

Mr. Carnes. Well, now, what happens to a person who has this 
group life insurance which is a contractural relationship, and the 
effective date of this bill is January I, 1956, and that man died on 
February 15, with his group life insurance still in effect, and the bene- 
fits of this bill perhaps applicable, what is the status of that man 
or the survivors of that man? 

Mr. Jounsron. As the bill reads during that 4-month period if a 
person, commissioned officer, died during that 4-month period his 
widow would get this package, including the dependency and indem- 
nity compensation plus the proceeds of the group life insurance policy. 

Mr. Carnes. Mr. Johnston, I can see the necessity for fearing the 
people but if the committee were successful, if the Congress were 
successful in enacting this legislation this year, wouldn’t the Public 
= Service have a 4-month period before the proposed effective 

ate 

Mr. Jounston. You are entirely right, Mr. Carnes. 

We would have no objection at all if the bill were to be enacted at 
this Congress to become effective—this session of Congress to become 
effective January 1, that would give us ample opportunity to notify 
our officers of their rights under this bill and give them the chance if 
they so desired to cancel their group policy. 

If that were to occur, the shutoff date instead of being May 1 it would 
be very acceptable to us to have it January 1. 

Mr. Carnes. You mean if the bill were passed by the Senate and 
enacted into law by August 1? 

Mr. Jounston. By August 1 or September 1 of this year, that would 
still give us September, October, November, December, that would 
still give us our 4 months, but we do need a period I would say of prob- 
ably 4 months so that we can get the appropriate information out to 
our officers so that they will know what they are doing as to whether 
to cancel or not to cancel their group life insurance policy. 
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Mr. Carnes. Allright. And these other provisions in here I think 
we discussed them one day at great length with Mr. 

Mr. Jounston. We certainly did. 

Mr. Carnes. What you are trying to do is to fill the gaps that have 
existed in certain periods when you were not under military status? 

Mr. Jonnstron. That is right, that is only for the purposes of 
eligibility. 

There will be no retroactive payments in this at all. 

Mr. Carnes. How many people in the Public Health Service today? 

Mr. Jounston. How many people on active duty ¢ 

Mr. Carnes. In the commissioned corps, yes. 

Mr. Jounson. About 2,500. 

Mr. Carnes. What is your normal mortality in the course of a year, 
roughly ? 

Mr. Jounston. Roughly, oh, I would say about six. 

Mr. Carnes. Six a year? 

Mr. Jounston. Six a year. 

Mr. Carnes. Mr. Chairman, the reason I make that point, we will 
make the same point with the Coast and Geodetic Survey, some of 
the veterans organizations have already raised to me and others the 
objection of putting the Public Health Service and the Coast and 
Geodetic Survey under this bill, saying that you are extending to 
them military benefits; that you are adding a burden on the ap- 
propriation of the Veterans’ Administration, which is solely for 
veterans, so to speak. But the magnitude of these two programs to- 
gether will involve less than 30 or 40 mortalities per year, as we 
understand it. 

Mr. Jounstron. Well, much less of ours. There are 6, based on 
2,500, and Coast and Geodetic Survey with 170, there won’t be 10 
between the two services. 

Mr. Carnes. Well, yes; we have taken the mortality since September 
16, 1940, and even with the war years and the experience which you 
all suffered, it runs less than 40. So the magnitude of this is of no 
consequence at all. But we are trying to provide uniformity. And 
one of the main purposes as to why I think the committee is bringing 
the Publie Health Service and the Coast and Geodetic Survey under 
this is so that people detailed with the Armed Forces. as both of you 
are at times, in peacetime—I am not talking about wartime—in peace- 
time, so that if an accident does occur, that your people will not be 
paid under FECA benefts, and the officers killed in a like accident 
be paid under VA benefits where there may be a disparity. So the vet- 
erans’ organizations, frankly, however, Mr. Hardy, don’t under- 
stand why you are bringing them under the act at this particular time. 
It is a very small group. 

Mr. Harpy. That is a problem, too, the amount involved and the 
number of people involved is relatively small. But the serious prob- 
lem comes about every time you have two people serving in similar 
capacities that find themselves eligible for differing benefits. And 
while the number that is involved that are detailed to military duty 
during peacetime from each of these services is small, nevertheless, 
that problem does present itself, and the committee hopes that we 
will be able to eliminate some of these disparities as between indivi- 
duals of the same status. 

So thank you very much. 

65018—55——31 
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Mr. Carnes. Mr. Johnston—Mr. Chairman, Mr. Johnston men- 
tioned at lunch teday that since he had prepared this statement, he 
was a little concerned this morning about the testimony of the GAO, 
where they questioned the necessity of putting the Public Health Serv- 
ice under. You said you would like an opportunity 

Mr. Jounsron. Mr. Carnes, I have understood since then that 
everything that the General Accounting Office said this morning was 
before the committee in executive session, when they were deliberating 
the inclusion or exclusion in the Committee Print No. 3, and in view 
of the fact that the committee had all those facts, I think now there 
isn’t anything more that I could add, particularly that the com- 
mittee is not aware of, and I think I would be just taking up the 
committee’s time. : 

Mr. Carnes. You mean the GAO was just maintaining a consistent 
position ? 

Mr. Jounston. I think that is what they were doing. 

Mr. Harpy. I think there is sdinsideratihe substance in that obser- 
vation. Your point is that you don’t mind the position which the 
GAO aroma tiie morning so long as the committee sticks by its 
present thinking. [Laughter. ] 

Mr. Jounson. Sir, you couldn’t have said that better. 

Mr. Harpy. Thank you very much, Mr. Johnston. 

Now for the Coast and Geodetic Survey, Captain Rittenburg. 

Captain Rrrrensure. Yes, sir. 

Mr. Harpy. Captain, we are glad to have you with us again. You 
have been another one of the faithful few that stood back and did 
most of the listening. We are glad to have you this afternoon and 
your observations on the bill before us. 

Captain Rrrrensure. I have a very short prepared statement I 
would like to read. 

Mr. Harpy. Go ahead. 

Captain Rrrrensure. Speaking for every commissioned officer of 
the Coast and Geodetic Survey, TL wich to express our thanks for the 
understanding and consideration this committee has given us. 

We have studied Committee Print No. 3 of the bill proposed by the 
Select Committee on Survivors Benefits and we urge its enactment. 
We believe it will provide adequate benefits to the survivors of our 
officers. It is indeed deeply satisfying to know that with the enact- 
ment of this bill at last all inequalities are ironed out. This has been 
accomplished through your efforts and cooperataion and we appreciate 
it deeply. 

Briefly, the effect of this bill, if enacted, will be to take away from 
the Coast and Geodetic Survey on the one hand the following benefits 
we now have: 6 months’ death gratuity, Federal group life insurance, 
a sort of nebulous entitlement to PRGA benefits, current waiver of 
premium on NSLI now applicable in certain areas and at certain times. 

In return our survivors will in most cases receive a reduced death 
gratuity, a dependency and indemnity compensation, and OASI 
benefits. 

It will not only equalize our survivor benefits with our counterparts 
in the other uniformed services but will eliminate the inequities that 
have developed in our own service because of (1) differing adjudi- 
cations by the VA and social security in what appeared to us to be 
similar cases, and (2) the distribution of assignments during periods 
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of national emergency over which neither the individual officer nor 
the Coast and Geodetic Survey had control. 

It will preserve social-security credits for those of our personnel 
who earned them during World War II and it will obtain benefits for 
some of our widows who currently are receiving no survivor benefits 
at all. 

In conclusion, I wish to state that the Coast and Geodetic Survey 
wishes to thank the committee, members of its staff, and all others who 
have contributed to solution of the complex problems of survivor 
benefits. The spirit of cooperation and consideration that has been 
extended to Coast and Geodetic Survey personnel throughout has 
been most favorable and refreshing. 

Mr. Harpy. Thank you very much, Captain. 

Any questions, Mr. Kean? 

Mr. Kean. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bates. No. 

Mr. Harpy. Mr. Carnes? 

Mr. Carnes. Captain Rittenburg, I wonder if you would elaborate 
on the last part of the sentence in the next to the last paragraph: 
“and it will obtain benefits for some of our widows who currently 
are receiving no survivor benefits at all.” 


FURTHER STATEMENT OF CAPT. I. E. RITTENBURG, REPRESENT- 


ING THE COAST AND GEODETIC SURVEY, DEPARTMENT OF 
COMMERCE 


Captain Rrrrensure. Yes, sir. 

As Committee Print No. 3 is drafted, since July 29, 1945, it will 
extend to those officers who were on active duty, the benefits of the 
iaws administered by the VA. We have had five deaths of officers 
on active duty since the date July 29, 1945. And in all but one case 
they do not receive any benefits whatsoever. 

In one case the Veterans’ Administration determined it was a 
-ervice-connected death ; the man had served with the Artillery, in the 
observation battalions of the Artillery in Europe, and he had a blood 
clot develop in his prostate gland. 

| hope there are no ladies here. If there are, I apologize to them 
beforehand. 

And the VA determined because of his extensive riding in jeeps 
that possibly that was a service-connected injury. 

Now, that is the truth. [Laughter.] 

I am not exaggerating a bit. That is the truth. 

On the other hand, we have had officers who have had just as severe 
and just as many hardships during the war, who developed heart 
attack, His widow, as I understand, as of this minute is receiving no 
benefits whatever from the VA. Whether or not she is going to get 
any benefits from the OASI is now under consideration. He did not 
vet FECA benefits. I do believe his death occurred about a week 
after this Federal group life-insurance program went into effect on 
September 1 of last year. 


racy Carnes. These four people of whom you speak died on active 
duty ? 


Captain Rrrrensure. On active duty ; yes, sir. 
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Mr. Carnes. All right, sir. 

Mr. Bares. What are these nebulous FECA benefits? 

Captain Rirrensure. We think we have them. FECA believes we 
may have them, but they say they will have to wait for the first 
case to be adjudicated. So to us they are slightly nebulous. I think 
we do have them. I think if we ever do have a clear-cut case where 
the man dies as the result of an accident during his 8 hours on the job, 
I think the case will be adjudicated in his favor. 

Mr. Carnes. You have conferred with Mr. Menger—— 

Captain Rrrrensvure. Yes, sir. 

Mr. Carnes. And myself. Are there any provisions lacking in the 
bill which are necessary to protect any of your people either on active 
auty or Reserve component or any auxiliary forces which you feel 
are not adequately covered in the bill as now drafted ? 

Captain Rirrensure. We have no Reserve components at all. 
Everybody we have is actually an active duty. Yes, I think all of our 
problems are taken care of here very nicely to the date of July 29, 
1945. Nothing has been omitted. 

Mr. Carnes. After the enactment of this bill, there will be no per- 
sons in the Coast and Geodetic Survey who will be eligible for FECA 
benefits to your knowledge? 

Captain Rrrrensure. No, sir. 

Mr. Harpy. Thank you very much, and the committee appreciates 
very much your helpfulness. 

Mr. Carnes. Mr. Chairman, we have a situation that has presented 
itself: There were two organizations, National Association of Life 
Underwriters, and the United States Chamber of Commerce, who 
were planning to testify on this bill tomorrow morning. We had 
delegated to them 45 minutes each, an hour and a half. They met 
this morning and have decided that they will issue a statement instead, 
and so they called at noon today and said that they did not wish to 
testify, which gives us an hour and a half open. 

If there are any people who are scheduled for Friday who could 
possibly testify tomorrow morning, it would just expedite the work 
of the committee that much. The people scheduled to testify on Fri- 
day are the Disabled Officers Association, Mr. Tilghman, the 
AMVETS, Mr. Holden, the Reserve Officers Association, Colonel 
Chambers, and the American Legion is definitely scheduled for Friday 
afternoon from 2 to 3, because that is the only time their national 
commander can be with them, and he will be here. 

That is correct, isn’t it? You want to hold to that hour, 2 to 3? 

Mr. Corcoran. That is right. 

Mr. Harvy. That is fine. If there are any of the others that are 
scheduled for Friday morning, that would like to come in tomorrow, | 
the committee will be glad to make the switch. Otherwise, we will 
leave it just as it is, it will be all right. 

Mr. Carnes. We will convene at 11 o’clock in the morning—— 

Mr. Harpy. Just a minute, now. 

Under this set of circumstances, I think this is a good time for us 
to adjourn now. But instead of meeting at 10 in the morning, we will 
meet at 11. 

So the committee will adjourn, to meet in this room at 11 o’clock 
tomorrow morning. 

(Whereupon, at 3:44 p. m., the committee recessed until 11 a. m., 
Thursday, June 9, 1955.) 
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(Committee Print No. 3) 


THURSDAY, JUNE 9, 1955 


Houser or REPRESENTATIVES, 
Setect ComMItree ON Survivors’ Benerirs, 
Washington, D.C. 

The committee met at 10 a. m., Ilon. Porter Hardy, chairman of the 
committee, presiding. 

Mr. Harpy. Let the committee come to order. 

We would like to hear this morning, first, from the Retired Officers 
Association. 

Colonel Saunders and Captain Willenbucher, will you come on up ¢ 

Captain, you have a prepared statement, I believe. 

Captain WitLensucuer. A very brief statement. 

Mr. Harpy. Fine. 

Have seats, and proceed in your own way. 


FURTHER STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, 
UNITED STATES NAVY (RETIRED), EXECUTIVE VICE PRESIDENT 
AND LEGAL COUNSEL, RETIRED OFFICERS ASSOCIATION ; ACCOM- 
PANIED BY COL. OSWALD H. SAUNDERS, UNITED STATES ARMY 
(RETIRED), ASSISTANT LEGISLATIVE COUNSEL 


Captain WiiitensucHer. I am Capt. Franz O. Willenbucher, 
United States Navy, retired, executive vice president and legal counsel 
of the Retired Officers Association, and I am accompanied by Col. 
Oswald H. Saunders, United States Army, retired, assistant legisla- 
tive counsel. I shall present a short statement which would have been 
given by Lt. Gen. Willard S. Paul, the president of the Retired Officers 
Association, were it possible for him to be here. 

The Retired Officers Association is grateful for the invitation to 
appear here today on the question of benefits for survivors of mem- 
bers and former members of the uniformed services. 

The association has been advocating a program to provide benefits 
to survivors of the uniformed services since 1944, dt its representa- 
tives have heretofore appeared before committees of both the House 
and the Senate to present reasons supporting this. 

The last appearance by the association on this subject was on May 
2, 1955, before this committee. Prior thereto on November 18, 1954, 
the association presented testimony before the Select Committee on 
Survivors’ Benefits of the 83d Congress, then under the chairmanship 
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of Mr. Bates, of Massachusetts, which testimony is recorded on pages 
299 to 306, inclusive, of the printed hearings of that committee. 

In addition, in connection with the consideration of this important 
matter by these two committees, our president, Lt. Gen. Willard S. 
Paul, addressed two letters to the committee, one on April 4, 1955, and 
the other on May 5, 1955, with reference to certain tentative proposals 
being considered by the committee and both the presentations of testi- 
mony by the association on November 18, 1954, and May 2, 1955, and 
the letters of April 4, 1955, and May 5, 1955, to the chairman of the 
present committee are incorporated in this brief statement by refer- 
ence. 

In all of its testimony and in the letters to the committee, the asso- 
ciation has consistently expressed its conviction that the present situa- 
tion with reference to survivors’ benefits is such as to require change in 
order to strengthen our national defense. Certainly there has been an 
awareness of this necessity in almost all quarters for a long time, else 
why the extensive study within the responsible departments prior to 
the Kaplan Committee study, the study by that Committee, and the 
long time which has been devoted to this subject by the two select 
committees of the House of Representatives. 

From the conflicting and incensistent existing laws, many of which 
give disproportionately large benefits to some as compared to others, 
and some of which give the same amount of benefit to individuals who 
have served, regardless of their length of service and of their con- 
tribution to the national defense, it is abundantly clear to all that 
early change is necessary, 

Change in a field which has been established and has remained 
uncorrected so long may come with difficulty to some in the adjust- 
ment, but, in our opinion, where necessity is so clear, a situation such 
as this requires all to approach its solution with understanding, lest 
there be no progress. 

The solution to a complex problem such as this one, can hardly be 
expected to result in a proposed program which will fully please all. 
No doubt, there are some aspects of this proposed plan which may 
require some slight change as a result of testimony and further 
consideration. 

However, those are details, and our association is not suggesting 
any specific change. It considers the proposal to be well coordi- 
nated and, consequently, subject to any changes which the committee 
may determine as the result of further consideration, our association 
fully and enthusiastically supports the program and compliments the 
committee upon the gatifying advancement of the task to this date. 

In addition to the establishment of a definite, uniformly applicable 
system which will give reasonable benefits, not only to the “ae of 
our uniformed services personnel whose husbands may die in service 
in the future, but also for the widows of those who have died in service 
prior to the enactment of this proposed legislation, enactment of the 
present proposal will simplify the procedural requirements and make 
it far easier for widows to know what the benefits are and the man- 
ner in which they are to be realized. 

As a matter of fact, our association would be remiss in its responsi- 
bility if it did not take this opportunity to publicly state that in our 
opinion this select committee and is predecessor have fulfilled one 
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of the most difficult assignments ever undertaken by a committee of 
the Congress. 

This is a field in which emotions must be balanced with ability to 
pay; a field in which the needs of the individuals must be contrasted 
with their contribution in length of service and devotion to country; 
an area of legislation in which social responsibility must be balanced 
with financial contribution under the American system. 

In short, our association believes that you have performed an almost 
impossible task of bringing together complex laws and removing to 
the greatest possible extent the inequities that have existed for so 


long. 

The association thanks the committee for the opportunity to present 
this statement. 

Mr. Harpy. Captain, even my modesty has to give way to impulse 
to say that the committee is most gateful for those very, very kind 
words. 

The committee has worked hard and diligently on this problem 
and has tried to come up with an objective and realistic solution to 
this complex problem. 

The extent to which we have thus far progressed is due in large 
ineasure to the able assistance that we have had from so many different 
sources, from the various agencies involved, and from the veterans’ 
representatives, such as yours. 

And the committee is grateful to each of you for the contributien 
which you have made, which has made it possible for us to come up 
with something which we at the moment think is worth while, al- 
though we are not yet convinced that we have all of the kinks out of it. 

Captain Wittensucuer. Mr. Chairman, I should like to add one 
additional statement. On yesterday the General Accounting Office 
testified with reference to the inclusion of personnel in the social- 
security system and whether or not it should be additive to retired 
pay. That, of course, is a matter of policy. 

But once that policy is determined in favor of including the uni- 
formed-services personnel in social security since it is by way of 
contribution, our association strongly feels that whatever the benefits 
of social security are they should be additive to retired pay, once that 
policy has been determined. 

Also, I was very sorry, we were very sorry to see that in making 
its statement, the General Accounting Office came back to the question 
or the thought that since the retirement systems of the uniformed 
services are noncontributory that that might be a factor. 

We in the United States are often too prone to feel a contribution 
is only given with cash. There is a different contribution and this 
was in service, And the whole structure of the pay legislation for 
the services over the years has been on a basis which could not very 
well have expected contributions and the Hook Commission made 
that in its recommendations when it proposed the Career Compensa- 
tion Act of 1949. 

In other words, the service is the contribution on a lifetime basis 
for those who are career personnel, and to the extent they serve, on the 
part of others. 

And we hope that that will be recognized generally. 

_ Mr. Harpy. Captain, I think in fairness to the General Accounting 
Office, I ought to make this observation. The GAO, I think, has felt 
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that it has the responsibility to call to the attention of the committee 
the various and sundry arguments and positions with respect to a 
good many controversial policy matters. 

Now, I do not consider and I don’t think they intended that their 
mention and discussion of some of these controversial points should 
reflect an arbitrary or a firm conviction that they should be complied 
with, 

I think that they realize that in a good many of these cases there 
was an area of judgment which had to be applied. But I think they 
felt they would have been remiss if they hadn’t given the committee 
their thought about these other phases which needed to be weighed 
when a decision was made. 

Mr. Kizpay. Mr. Chairman? 

Mr. Harpy. Mr. Kilday. 

Mr. Kitpay. Of course, I agree that the General Accounting Office 
should have brought forth the fact that military retirement is not 
contributory eo nomine. It is true as Captain Willenbucher has said 
that in arriving at the pay scales, in the Hook Commission report, and 
in the Career Compensation Act which followed it, we were thoroughly 
conscious of the fact that there was no contribution made after the 
pay was received or at the time the pay was received. 

The Hook Commission’s report is clear that it would have been 
recommended 6 percent higher in those pay scales had contribution 
been required. 

ae that that was one phase of military pay that was considered at 
the time. 

There were other things that were taken into consideration as to the 
total income of things received in kind rather than in cash, and con- 
sideration even to the extent of what advantage there might be from 
post exchanges, economies rise, and medical care for dependents. Some 
of those were not regarded as being compensation because they were 
not available to such large percentages of personnel. 

And all of those things were taken into consideration. And I know 
personally that since the Pay Act of 1942, and each succeeding one, 
the committee considered very carefully the fact that the contribution 
was not to come from this money, and it is reflected in the existing pay 
scales in each bill, including the last one. 

Mr. Harpy. That I think is certainly a point which ought to be 
generally understood. Jn the military pay there are a good many 
variables some of which are tangible and some of them are intangible, 
but they are actually a part of the pay. 

And if we were to make any comparison between the retirement, 
total retirement, and the total benefits of the military with civilians, 
we would have to include these items, that is if you base it on pay, you 
would have to include these other items, in order to get a proper 
comparison. 

Mr. Kiipay. Of course, I think we are correct in going to base rather 
than total pay, because it is a new system and if it should develop 
ae the passage of time that it should be total, we can always go up to 
that. 

But once you establish it, you can’t come down. 
anced are savings clauses and grandfather clauses throughout this 

i 
Mr. Harpy. That is correct. 
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But if you make a comparison of total retirement or total benefits 
to pay and compare it to civilians, in order to make a proper com- 
yarison you would have to count the extra 6 percent for retirement, for 
instance. 

We certainly appreciate your comments, Captain. 

Did you have something further, Captain ¢ 

Captain Wittensucuer. Mr. Chairman, as you know, I am Captain 
Franz O. Willenbucher, USN, retired, National Counsel of the Com- 
missioned Officers Association of the United States Public Health 
Service. In that capacity, I should like to present a very brief state- 
ment. 

Mr. Harpy. Go right ahead. 

Colonel Saunders, did the colonel want to make some comments, 
too? 

Colonel Saunpvers. No, sir. 

IT am not with the Public Health. That is why I retreated, sir. 

Mr. Harpy. I understand that, but I thought before we got to 
Public Health Service, you might want to get your 

Colonel Saunvers. No, thank you. 

Mr. Harpy. Before you get into your Public Health Service propo- 
sition, I think Mr. Bates may have a question or two. 

Mr. Bares. |. don’t have any questions, but I am glad that he 
brought up the question of General Accounting Office, as I am glad 
the General Accounting Office brought up their remarks on yesterday, 
because I think the real strength of this bill is going to be a reflection 
of the diverse views which have been expressed and the thorough con- 
sideration of the committee of all of these things. I know I have 
always felt during the course of these hearings this year and last year 
that this was more of a family rather than the usual type of a com- 
mittee hearing that we have. 

That is one reason why I asked some of the witnesses when I was 
chairman to even get over into territories which are not their own, 
because it is only by looking at the total picture that we can finally 
come out with a bill that is really sound and just and equitable. 

[ wanted everybody to have their say. I am certainly glad the 
GAO did, as Iam glad you did today, sir. 

Captain WiittensucHer. Thank you, sir. 

Mr. Harpy. Do you have any questions? 

(No response.) 

Mr. Harpy. Put your other hat on now, Colonel. 

Captain WittensucHer. The Commissioned Officers Association of 
the United States Public Health Service, which is composed of 81.1 
percent of the regular corps and 33.5 percent of the Reserve corps, 
uppreciates the invitation to appear and testify before this committee 
on the important subject of survivors’ benefits for the survivors of 
members of the uniformed services who die, or have died, while on 
active duty or who have died, as a result of service-connected disabil- 
itles, 

The association is aware of the difficult problem which faces the 
committee in its attempt to substitute for many conflicting pension, 
compensation and other survivor’s benefits and understandable, uni- 
formly applicable program to establish reasonable benefits for de- 
pendent survivors of members of the uniformed services who die, or 
may have died, as a result of their service. 
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The association feels that the pending committee print of proposed 
legislation presents a very comprehensive plan to accomplish the gen- 
eral purpose. The association strongly endorses the proposal and 
does not wish to offer at this time any specific suggestions. 

The association is deeply grateful to the committee for the fact that 
the commisioned corps of the Public Health Service has been included 
in the pending legislation. This is as our associaiton recommended, 
and is entirely justifiable, in fact necessary, in view of the fact that the 
Public Health Service is associated with the other six uniformed serv- 
ices in all general pay and other types of comparable legislation, in- 
cluding the survivor-benefit program for the survivors of those of the 
uniformed services who die while in retired status, the Contingency 
Option Act of 1953. The inclusion of the personnel of the Public 
Health Service in this legislation will result in a definite improvement 
in their morale. 

Thank you, Mr. Chairman. 

Mr. Harpy. Thank you, Captain. 

Any questions of the captain ? 

(No response.) 

Mr. Carnes. Captain, as this bill affects both the associations which 
you represent, do you feel that there are any technical provisions in 
the law which you would like to suggest to the committee when they are 
making the bill or to the technicians that are drafting the bill, any 
technical changes that should be made? 

Captain WitLensucuer. No, sir, you have all of the experts on the 
writing of the bill and with the testimony that is given here, I am 
sure when the bill is marked up it will meet all of our wishes in respect 
to any technical considerations. 

Mr. Harpy. Captain, you would have been in an awkward situation 
if one of your organizations had been in favor of this bill and the other 
opposed to it? 2 

Captain WiiLensucuer. I don’t see in this legislation how that 
could have been. 

Mr. Harpy. I don’t either, Captain. [Laughter.] 

Mr. Harpy. But we certainly do appreciate your help, Captain, 
thank you so much. 

Now, we would like to hear from the Fleet Reserve Association, Mr. 
Lofgren. 


FURTHER STATEMENT OF CHARLES E. LOFGREN, NATIONAL 
SECRETARY, FLEET RESERVE ASSOCIATION 


Mr. Loreren. Mr. Chairman, gentlemen, my name is Charles E. 
Lofgren. 

Mr. Harpy. We are delighted to have you back with us, Mr. 
Lofgren. 

Mr. Loreren. Thank you, sir. 

I am the national secretary of the Fleet Reserve Association. 

I speak for the career-enlisted men of the Navy and Marine Corps, 
who are members of the Fleet Reserve Association. 

I had my day in court here before the Select Committee on Sur- 
vivors’ Benefits a few weeks ago during the exploratory hearings, as 
you may recall. 

Mr. Harpy. It was very helpful to us. 
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I thought maybe you might bring us back some more illustrations. 
| Laughter. | 

Mr. Loreren. Well, Mr. Chairman, may I just say that last evenin 
| gave a thumbnail sketch on the Hardy survivor bill before a group 0 
150 enlisted men in the Washington area. 

The explanation met with practically unanimous support of all of 
the enlisted men present, most of them being in the regular Navy, 
and the Marine Corps, with the exception of one sea lawyer who took 
me over the coals for selling the enlisted men down the river on the 
subject of doing away with the free national—the free indemnity. 

After taking the illustrations which the Department of Defense had 
set forth in graphic form in that booklet, with which you are familiar, 
the net result was that everyone present applauded the results of this 
bill. 

Mr. Bares. Does that include the sea lawyer? 

Mr. Loreren. He walked back the cat. [ Laughter. ] 

I should like to say that I was present during the press conference 
here the other day, listened to the explanations and the questions asked 
by the members of the committee, and the counsel. 

I was present at a special showing of these charts and an explana- 
tion of the bill by the Department of Defense organizations headed 
by my good friend, Admiral Grenfell, I am not going to put him on 
the pan today, by the way. [ Laughter. | 

Mr. Bares. Or in the grave. [ Laughter. | 

You put him in the grave last time. | Laughter. | 

Mr. Loreren. And I have studied the provisions of the Hardy 
survivor bill as best as my simple mind can interpret them. I want 
to say that my executive committee has authorized me to place its 
stamp of approval on the provisions of this bill. 

There is one point which I discussed with Mr. Carnes on page 11 
of the bill, which was not clear in my mind. 

Section 202 (a) says dependency and indemnity compensation shall 
be paid under this title to a widow at a monthly rate equal to $100, 
plus 15 percent of the basic pay of her deceased husband : 


With the total amount increased to the nearest dollar. 


| couldn’t understand just what that quoted portion means. So I 
suggest to the committee they give consideration to changing the text 
to read as follows: 

With the total amount increased to the next higher dollar. 


Mr. Bares. I had that same note, Mr. Lofgren. 

Mr. Harpy. I believe there would be no trouble getting the commit- 
tee to accept that suggestion. 

Mr. Bares. That will be known as the Lofgren amendment. 
| Laughter. ] 

Mr. Loreren. I am rather inclined to think maybe the committee 
has considered this particular point, and I am not going to make any 
bones over it or any issue but we know that for the past 2 or 3 years 
everyone has been aware of the inequity of the Federal Employees 
Compensation Act so far as it relates to the survivors of Reserve de- 
pendents as compared to the survivors of Regular personnel. 

Perhaps the committee has already considered it, but I would like 
to throw in for what it may be worth the suggestion that if this bill 
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is enacted into law, that FECA goes by the board, as of the date of en- 
actment rather than as of the date January 1, 1956. 

And you can take that or leave it as you see fit. 

Mr. Harpy. Actually, I don’t believe the committee has given any 
real thought to that possibility. I think we would have to consider 
what might be the effects of putting one provision into effect and 
leaving out the other, especially in view of the fact it is going to take 
a considerable time to sort of get the machinery 7 for the eed 
of this bill. In any event, I am glad to have that thought and we will 
give some consideration to it. 

Mr. Lorcren. Otherwise, Mr. Chairman, this bill in the opinion of 
the Fleet Reserve Association provides the greatest good for the great- 
est number. 

And I should like to express appreciation to the members of the 
committee and its efficient counsel for the painstaking effort which 
has gone into study which has been made on the subject, and coming 
out with a bill which, in my opinion, “It will provide a considerable 
betterment of survivor benefits over what they are today.” 

Thank you. 

Mr. Harpy. We certainly appreciate your help on the matter, Mr. 
Lofgren. 

Any questions? 

Mr. Kilday ? 

Mr. Kinpay. No. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. No, Mr. Chairman. 

Mr. Harpy. Mr. Carnes? 

Mr. Carnes. No, Mr. Chairman. 

Mr. Harpy. Again, accept our thanks for all of your helpfulness, 
Mr. Lofgren. 

I am glad you called attention to these two specifics, too, this morn- 
ing. One of them I think we can adopt without any difficulty at all 
and the other one we will certainly want to give some thought to. 

Mr. Loreren. Thank you, sir. 

Mr. Harpy. Thank you, sir. 

I am just wondering now, we have got a little time, we have some 
witnesses scheduled for this afternoon, but that concludes the wit- 
nesses that are scheduled for this morning. 

I am just wondering if maybe we have some others here that hadn’t 
been scheduled that would like to comment and give us the benefit of 
any suggestions they may have. 

Commander? 


STATEMENT OF COMDR. CHARLES KINSELLA, UNITED STATES 
NAVY 


Commander Krnsetia. My name is Charles Kinsella, commander, 
United States Navy. 

If I may speak with the approval of the admiral. 

It is not on the bill or anything, it is additional subject matter. 

Admiral Grenrety. Is it on the subject of survivors benefits? 

Command Krnseria. Somewhat, yes, sir. 
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Admiral Grenretu. It is actually on the subject of survivors beue- 
fits, Commander ? 

Commander Krnsetxa. Yes, I believe so. 

It would benefit survivors, yes. 

Admiral Grenrewi. I have no objection so long as it is on the 
subject of survivor benefits. 

Commander Krysetzia. You can take it for what it is worth. 

I am not trying to override anybody in the Navy. 

Mr. Harpy. Go ahead, sir. 

Commander Kinseuxa. There is one area in the Navy—I am an avi- 
ator—that isn’t covered, I think, very adequately by this bill, and that 
is the question of benefits to flying personnel who die of a service- 
connected death. 

Right now in order to get pay aviation premium for jet flying, for 
instance, most insurance companies won’t cover that type of flying. 

And if the Government could make available to flying personnel 
such insurance, which would cover them only while they were flying 
or doing this hazardous duty, I think it would benefit the aviation 
organization and the services as well. 

Mr. Harpy. The committee has secured some information on that 
general subject, and has given some thought to it already. I think, 
Commander, that I can assure you that before we button this bill up 
we will give some further thought to it. Now, what we will be able 
to come up with I just don’t know at this time. 

But thank you very much, because it is a subject that has been 
before the committee previously. 

Commander Kinse.ia. Something just like trip insurance on air- 
lines. 

Mr. Harpy. I wonder if there is anybody else that has anything 
they would like to say or any help that they can give us? 

Miss Pepper, you never did testify ? 

Miss Peprer. I appreciate the opportunity, but I passed it by 
yesterday. [Laughter. | 

Mr. Carnes. Mr. Chairman, let me make this one observation. 

The office of one of the Congressmen called this morning. Those 
of you who are familiar with the committee print that we are work- 
ing from—at the end of the committee print No. 3, there is a small pa- 
renthesis. The Congressmen had had a request for committee print 
No. 31, and the observation was that the committee had had a damned 
hard time making its mind up. [QLaughter.] 

Mr. Carnes. I think we had better clear it up. We are talking 
about committee print No. 3, here, not committee print No. 31. 

Mr. Harpy. Again, let me express my appreciation to those who 
testified this morning and to the others who have been so helpful. 

_ We will stand adjourned until 2 o’clock this afternoon to reconvene 
in this room, at which time we will hear from representatives of the 
VFW and the DAV. 

The committee stands adjourned. 

(Whereupon, at 11:40 a. m., the committee adjourned to reconvene 
at 2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the committee come to order. 


wre want to hear first this afternoon from the Veterans of Foreign 
ars. 
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We are glad to have Mr. Downer who, I believe, is going to make 
the presentation. 


STATEMENT OF ADIN M. DOWNER, ASSISTANT LEGISLATIVE 
OFFICER, VETERANS OF FOREIGN WARS 


Mr. Downer, we have had some very interesting and very helpful 
testimony from you and your associates in the past, and I know that we 
shall have some very interesting testimony this afternoon. So havea 
seat and just proceed in your own fashion. 

Mr. Downer. Thank you, Mr. Chairman. 

For the record, I will say my name is Adin M. Downer, assistant 
legislative officer of the Veterans of Foreign Wars of the United 
States. 

I am prepared to make an unprepared statement, Mr. Chairman. 
‘Lenahien’y 

Mr. Harpy. I thought you were always prepared to do that. 

Mr. Downer. On what, I might say, is this weary subject. 

Mr. Harpy. Well, we will be glad to have whatever statement you 
care to make, Mr. Downer. 

Mr. Downer. Thank you, sir. 

In the beginning, Mr. Chairman, I would like to say that we appre- 
ciate the efforts of this committee, though we do not agree with all of 
the results of those efforts. 

In the beginning, I should like to call attention to some figures from 
the last annual report of the Administrator of Veterans’ Affairs, which 
I believe are relevant. According to the report, as of June 30, 1954, 
there were 358,096 service-connected death cases on the rolls of the 
Veterans’ Administration. 

Of this number, 270,660 are World War ITI cases. 

Of this number, 18,613 are listed to the regular establishment which, 
I understand, means that they are peacetime death cases. 

I call attention to that to bring out who are the persons with whom 
we are concerned in the consideration of this subject. 

Now, by applying those death cases to the size of the Armed Forces, 
as listed in the statistical abstract of the United States, published as 
House Document No. 320, the total size of the Armed Forces on June 
30, 1940, was 458,297. 

As we all recall, shortly after that the Selective Service Act became 
effective and the total strength of the Armed Forces was increased each 
year until it reached a total on June 30, 1945, of 12,123,455. 

Then, in the next year it dropped nearly 9 million, and in the next 
year nearly a million and a half. 

Now, I merely mention those figures to show that the death cases 
that are on the rolls are primary, largely what we would call the 
veterans—that is, civilians who were called into the Armed Forces in 
time of war. That is the principal group with which we are con- 
cerned, and I don’t want to lose sight of that fact. 

Now, I know this committee realizes that so far as our organization 
is concerned, we have no—certainly no prejudice against the regular 
forces. In fact, we have supported pay increases and continuation of 
fringe benefits, medical care for the dependents, and so on, and I don’t 
mean to give the impression of prejudice when I say that, as an 
organization, our principle concern is with the veteran—that is, the 
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civilian who was called to arms in time of war to defend the country. 

Mr. Harpy. I think your point is that the majority of the death 
claims were from the group that you are talking about. 

Mr. Downer. Yes. 

Mr. Harpy. That is right. 

Mr. Downer. Now I know, Mr. Chairman, that there are those who 
think that the Veterans of Foreign Wars attaches too much signifi- 
cance to the fact that a man defended his Nation in time of war, some 
on the basis that well—the man has a duty to defend his country in 
time of war—and certainly we agree with that. 

However, I think the man who defended his country had exactly 
the same duty as the man who did not defend his country, and I think 
that puts us right back where we started from. It is our view that 
the civilians who came into the service in time of war, whose right to 
pursue their occupations or business or their profession was inter- 
rupted and was prohibited, are deserving of special consideration. 
And we are aware of the fact that the career military man during 
each day that he was in the service of his country was working toward 
the attainment of the goals or the objectives that he had set up for 
himself in the occupation or profession that he had chosen to pursue. 

So that, although I do not mean to suggest to the committee that 
we want benefits for survivors to be increased for the noncareerist, 
over the careerist, I merely want to call to the committee’s attention 
these facts so I could explain to you the climate in which we, as an 
organization, view this matter. 

Now, in the beginning, so far as the broad general subject is con- 
cerned, Mr. Chairman, we start with this premise: That the reason 
we pay benefits to survivors is because they have been deprived of their 
means of support. 

In a nutshell, I think that is the reason for it. Now, if we accept 
that premise, it necessarily follows that we should not pay the same 
umount of compensation to each survivor because they have not all 
been deprived of the same amount of support. 

Now, I think it is not inconsistent with that concept to say that we 
object to the proposals of the committee which base the amount of 
death compensation upon military pay. That was the reason why we 
suggested in the beginning to the committee that we have individual 
adjudication. Since the committee feels that is not a feasible solu- 
tion, we would now like to make another suggestion to the committee, 
which we have not had time to consider sufficiently to say at this 
time that we have any real strong conviction but that is workable. 

We want to submit it to the committee and suggest that on brief con- 
sideration it seems a logical approach to us. 

Now if we accept the premise that dependents should not all receive 
the same amount, and that it should not be based on military pay, it 
‘eems to me that it would be a simple proposition where this bill pro- 
vides that the amount of compensation shall be equal to $100 plus 15 
percent of the basic pay, merely to change that to read to 15 percent 
of the earned annual income. 

In that manner, the career military man, his earned income would 
be his military pay, it would make no change insofar as he is con- 
cerned, 

Then to permit insofar as the civilian is concerned who has had 
private employment or engaged in private business, enable him to es- 
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tablish by the Federal income-tax return for the year preceding his 
death, or the average of the 3 years preceding his death, what the 
earned annual income was. 

Now it seems to us that that would not create administrative diffi- 
culties, and it would permit the civilian who is called into the service 
from the conduct of a profitable business or from the pursuit of a high- 
salaried position, for his survivors to be compensated on the same 
basis that we permit the career personnel to be compensated. 

Now, as I say, we haven’t had time to study that to the point that 
T want to say to this committee that we have a hard and fast conviction 
that that is a feasible proposal. 

But we want to suggest it to you for your consideration. 

Mr. Harpy. Mr. Downer, I might make this observation. I think 
that the VF'W, in presenting its thinking earlier in our hearings last 
year, really did give the committee a lot of good solid food for thought, 
and all of us recognize the validity of a good many of the arguments 
that were presented. 

The committee gave a lot of thought to that type of approach. 

Now, in this kind of a situation that you have here, I think that it 
probably does justify some thinking because, frankly, I hadn’t thought 
of that kind of an approach myself. But Tecan immediately see some 
inequities in the thing. For instance, as I recall, duri ing a discussion 
last year it was pointed out that with the draftee coming in for the 
first time without any previous employment, he would have no record 
of income, and there would be no way in the world of forec: asting 
what his potential income might be, so to attempt to produce equity 
we could, I suppose, base it in a considerable degree on past income 
for those where the income could be demonstrated, but you wouldn’t 
make any consideration, give any consideration, to potential earnings 
at all. 

Mr. Downer. You would be unable to under that proposal, Mr. 
Chairman. Of course, we still adhere to the view that our original 
suggestion is feasible, that is the individual adjudication in which 
case those matters could be compensated for. But if the committee 
feels that that is not a feasible solution, why then, this proposal would 
permit, as you have said, adjustment for the cases where there has been 
a demonstrated earning capacity. 

Mr. Harpy. You have this kind of a situation, too, don’t you, Mr. 
Downer, in time of war you get a lot of variations. For instance, you 
might have a Reserve officer called to active duty as a colonel where 
2. colonel’s pay would be substantially more than he had been earning 
in a particular type of employment, private employment that he had 
been engaged in. 

Now in that kind of a situation, he might, with considerable 

validity, contend that he was certainly entitled to as much as his 
counterpart in the military service rather than to base it on a lower 
earning in private employment. 

Mr. Downer. That is right. 

Mr. Harpy. I mean I am just mentioning a few things that occur 
to me right now as difficulties. But I do think that it is the kind of 
thing that does stimulate your thinking, anyway. 

Mr. Carnes. Mr. Downer has VF W seriously considered this 15 
percent of the man’s annual earned income? Is that the level that 
you are suggesting ¢ 
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Mr. Downer. I am not making any definite suggestion as to what 
the percentage should be, Mr. Carnes. I am concerned more in the 
brief time that we have had to consider the matter with the formula 
by which we'arrive at the —— 

Mr. Carnes. Yes. You mentioned 15 percent. Of course, if a man 
earned $400 a month that would provide him with a survivor benefit 
of $60—you are talking about the annual wage ¢ 

Mr. Downer. Yes. 

Mr. Carnes. I was thinking in terms of monthly wages. Well, it 
would still give him only $60 a month compensation, plus the $100. 

Mr. Downer. Yes. 

Mr. Carnes. What other benefits would you want to tie to that? 
Would you want to keep insurance or would you want to keep the 
6 months’ death gratuity or what else would you want to tie to that? 

Mr. Downer. Well, of course, so far as our original position was 
concerned, we recommended continuation of the gratuitous indemnity, 
with authority in the Administrator of Veterans’ Affairs to stretch 
out the payments over a longer period of time. 

And of course we have not changed our position in that regard, 
and we feel that if this bill as now written were enacted, and we 
should get into war, there would immediately be the demand to 
reestablish the indemnity. 

I wasn’t—I didn’t intend to discuss those matters particularly 
because of the fact that they had been gone over in the previous hear- 
ings. So I was merely confining my remarks more to the proposal 
that the committee has made, is now under consideration. 

Mr. Harpy. You do think that the approach that the committee 
has taken, combining the $100 with a percentage is better than a flat 
across-the-board equal payment ? 

Mr. Downer. I think so, Mr. Chairman, if we accept the premise 
that the purpose of the payments is because the survivors have been 
deprived of their means of support. It then seems to me that logic 
requires us 

Mr. Bares. Isn’t, Mr. Downer, the more proper premise the ques- 
tion, what can we do for the widows and the kids? And to give 
them the level of benefits that they need to get along? 

Mr. Downer. Well, I think 

Mr. Bares. The reason I mention that, and I think you have seen 
it happen many, many times on the floor, legislate on this particular 
line or in a draft or anything else, they always talk about that fortu- 
nate rich man’s son, and under these circumstances and particularly 
where most of these men are young, during those early years, their 
advantages to a large part depend upon what their family was able 
to provide them with, either a good education or establishment in a 
good business. 

Now, under your ruling, the young man who comes into the serv- 
ice and had a pretty good job in his father’s company and got a fast 
start would be in pretty good shape. 

As a matter of fact, he might even have a retainer while he is in 
the service, so if he was in there 8 or 4 years he would have that in addi- 
tion to his military pay. Do you take into consideration the other 
fellow who didn’t have those advantages of a fast start, he would be at 
a considerable disadvantage and I think we might be open to criti- 
cism on the floor. 

65018—i5 
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Mr. Downer. I mean that this should be on earned income, so any 
dividends or payments that were made to say a wealthy son while he 
was in service would not be considered earned income. 

Mr. Bares. Well, he could have a salary. He could be given a 
salary, or in that period just before he goes in it would be a salary. 

Mr. Downer. Well, I think it would be a very simple matter to de- 
tine earned income so as to exclude any such possibility. 

Mr. Bares. I don’t know how you would do it. 

Mr. Downer. Now I agree with the statement you made in the be- 
ginning as to what we want to accomplish. But it seems to me that 
in our efforts to accomplish that, we first should answer this ques- 
tion: What is the purpose of payments to survivors? If we decide 
on what the purpose is, why then it seems to me that it facilitates 
the decisions as to what the benefits should be. 

Mr. Bates. You want to know what we are trying to do? 

Mr. Downer. Yes, sir. 

Now, I don’t know that I have made clear, Mr. Chairman, and I 
don’t want to give the committee the impression that we approve of 
basing the dependency compensation on military pay. We do not. 
And I think that if the law is so written, that there will be considerable 
resentment about it. I think in cases where widows receive varying 
amounts on that account, there will be considerable resentment. 

Now, you may think it is a very fine distinction, but the distinction 
I am making is that we base it on earned income. 

Mr. Harpy. I have a little difficulty in seeing how in the world we 
would ever work that out without creating more difficulties than we 
would cure. 

For instance, take this kind of a situation and I think you would 
have a lot of them. There is a whole lot of us that do things on pros- 
pects. We build our lives on hope. A young fellow getting started, 
takes also the responsibilities of a wife and family, on a relatively 
small income, with the anticipation that as times goes on he will be 
able to build that up. 

If he finds himself a victim of war, and his dependents have to be 
based exclusively on that earned income which he had before he 
went into the service when he was building for the future, we might 
be producing hardships in that case. 

It is a difficult one, it is just one of the difficulties that the committee 
has struggled with. Frankly, we can’t ever be sure that we have the 
right answers. But the objective that I have most in mind—and it is 
not a complete one—but the one I have most in mind is to try to 
prevent hardship. 

Mr. Carnes. Mr. Downer, under this proposal using your $100 plus 
15 percent, would you make any differentiation for children ; A widow 
with three children and a widow with no children ? 

Mr. Downer. On the dependency compensation ? 

Mr. Carnes. Yes, sir. 

Mr. Downer. Well, of course I think that would depend, Mr. Carnes, 
on what the other elements of the program were. 

Now, of course if social security is continued in it as in this proposal 
under consideration, why there is weight given to that factor in socia! 
security. 
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Mr. Carnes, But in the Veterans’ Administration compensation side 
of the picture, then if social security were a part, this formula of yours 
would not be weighted for any children. 
Mr. Downer. Well, I just don’t know for sure, Mr. Carnes. | 
haven't particularly considered that aspect of it so much, as the 
matter of establishing a formula on which to base payments to do 
equity and still not have them geared to rank so that the widow of 
an enlisted man can truthfully say, “Well, they would have paid me 
more money if my husband had been an officer.” 
I think there will be a lot of resentment about that. And it seems 
it is poor psychology to use in this bill the military pay. But if you 
base it on earned annual income, I see how no one could object to that. 
Mr. Carnes. Of course, some objections have been raised this after- 
noon which immediately occurred to someone’s thinking. 
Mr. Downer. I mean as to the philosophy of it. I see how no one 
could object to the philosophy of it. They might disagree with it. 
But I see there coal be no resentment at the philosophy of basing it 
on earned income. 
Mr. Carnes. In anticipation of your testifying this afternoon, I 
have hurriedly fetitwed last night the former testimony of the 
VFW. 
I think that Mr. Ketcham, Omar Ketcham, first advocated this 
individual adjudication before the predecessor committee headed by 
Mr. Bates and you reiterated that thought when you testified some 7 
weeks ago; and today it is essentially the same thing. 
_ A question I asked Mr. Ketcham at the time was—I asked him had 

any other veterans’ group or any other groups other than veterans’ 
groups subscribed to this theory of individual adjudication. That is. 
had it snowballed, so to speak, as you have explored it, and felt that 
that was the solution which you hoped that the committee would come 
to, had you been successful in gaining any support for that position 
over a period of time? 

And Mr. Ketcham said at that time, some 7 weeks ago, that they 
had not explored it with anyone else, and he knew of no other group 
that was advocating it other than the VFW. Being as you all still 
feel that this is a good, fundamental, sound position for the committee 
to have taken, have you attempted to win any converts to your position / 

Mr. Downer. Well, I think the answer 

Mr. Harpy. I don’t think that that makes much difference one way 
or the other, whether or not you win any converts. 

I would like, if we could, to try to find the best program that we 
can, realizing that it isn’t possible to weave together all of the varying 
approaches to it. It isn’t going to be possible to save everybody; 
it isn’t going to be possible to come up with any one program that 
meets the varied thinking. But by trying to assimilate as nearly 
as we can all of the different points of view, I do hope that we will be 
able to come up with something that is reasonably acceptable, and 
will eliminate as many hardships as possible, and provide as nearly 
equitable treatment as we can get at. 

Mr. Teague? 

Mr. Teague. Mr. Downer, I think the point you are making—you 
were thinking about young men that were recalled during World 
War IT, that had families that had private insurance. They had 
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made provision for their families in the future, and they were called 
back in. They go over and get killed, and they have a war clause 
in their insurance, and they lose that. And their widows are left 
with a very little amount that they were able to get from survivor- 
benefit program. 

Mr. Downer. That is right, Mr. Teague. In many of those in- 
stances those were men who demonstrated high earning capacity in 
civilian life. 

And in many instances they were unable to pass the physical or 
the educational requirements for commissioned status, and it imposes 
an undue hardship on their survivors, and it is inequitable, in our 
judgment, to base the payments to those survivors on what their 
military pay was. 

Mr. Tracvr. You feel like the bill is weighted on the side of a 
career-incentive bill instead of one that takes care of civilians who 
are called in for an emergency. 

Mr. Downer. I think it is definitely, because the bill as written 
permits the careerist to have the advantage of years of pursuit of 
his chosen occupation or profession, and the advancement and in- 
creased income that attends that—permits many to have that—and 
denies it to the noncareerist. 

Mr. Teacur. Have you thought about trying to prepare an amend- 
ment that would accomplish the thought you have had on this earned 
income ¢ 

Mr. Downer. No; not to the actual preparation of an amendment, 

vr. Teague. I haven't had time to go into the matter in that detail. 

seems that in section 202, where the bill provides that it shall be 
at « monthly rate equal to $100 plus 15 percent of the base pay, if 
we could just change the base pay to earned annual income. 
Mr. Bares. Is that and/or; you would have both in there? 

Mr. Downer. Well, the base pay would be earned annual income. 

A nd then provide that one who had private-employment experience 
ad conducted private business should have the privilege of estab- 
‘ his earned annual income by his Federal income tax return 
e last year preceding the date of death, or of the average of 
ighest 3 3 years preceding date of death. 
Teacue. Or if he is young enough that he hasn’t had a chance 
to peta lish that, then he would come under the bill as it is? 

Mr. Downer. Yes, sir. 

Mr. Traavr. Has your organization given any thought to multiple 
benefits? For example, this bill reads all the way “through of a 
man in the service. What about a lady in the service? 

Mr. Downer. I think that is one question that should be clarified 
before final action is taken on this legislation. I know there are 
cases where a mother and father have both served and where there 
are surviving children and benefits go to them from each parent, 
and I think there are cases where mother and father are each draw- 
ing disability compensation and each draw an additional allowance 
for the same child. I think probably that was not intended in the 
Jaw, or at least I think it should be clarified, and if that is what the 
Congress intends, why then I think it should be so expressed. 

And if not, it should be so expressed. 

Mr, Teacur. Does your organization have any thoughts on the 
line-of-duty determination ? 
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Mr. Downer. If you mean, Mr. Teague, insofar as the language 
in this bill is concerned, I should like to say that I think the language 
is very vague. And I am assuming that it is the intention to pro- 
vide that the Administrator of Veterans’ Affairs shall determine the 
question of service connection. 

Mr. Tracue. It doesn’t exactly say that, though, does it? 

Mr. Downer. I think it is very vague. And it seems it would be 
a simple proposition to plainly say that the Administrator of Vet- 
eyans’ Affairs shall determine the question of service connection. I 
would like to suggest to the committee that that language should be 
clarified. 

Mr. Harpy. That was the intent of the committee. And if the 
language needs clarification, well, certainly, we will have to give 
consideration to it. 

Mr. Tracur. Has your organization given any thought to widows 
coming back on the rolls? 

Mr. Downer. You mean a widow who is removed because of a re- 
marriage and then the second husband perhaps dies or perhaps the 
marriage is annulled or results in a divorce? 

Mr. Teacur. Yes. 

Mr. Downer. I think there are many cases, Mr. Teague, where such 
widows have dependent children, that are the children of the deceased 
veteran, where it would be equitable to permit a restoration of the 
mother of those children to the rolls. 

Mr. Teacvr. Mr. Downer, have you given any thought to this thing 
of an election by a widow, when she should make the election? 

Mr. Downer. You mean the election as to whether she should con- 
tinue under the present system ? 

Mr. Teacur. Right. 

Mr. Downer. It seems to me that she should have the right to make 
that election at any time. 

Mr. Treacur. In other words, if she is drawing the $92.90 now, she 
could draw that until her 10 years are up and then elect to take the 
other benefits? 

Mr. Downer. Yes, sir. 

Mr. Bares. Mr. Downer, you know—you have sat through all of 
these hearings; you realize it is an extremely complex problem. The 
committee is trying to compromise everywhere it could as long as 
it added good practice and equitable solution. I don’t think any 
of us are going to come out in our own mind with what all of us 
intended at the start. 

Now, as I recall, your testimony heretofore prescribed to that 
cliche “There is no rank in death.” I wonder if you recognize what 
an effect that had upon this bill itself. That is the reason we put 
the $100 plus 15 percent in there, because the VFW had a certain view 
which we shared, and that is how we finally came to that figure. 

So you already have had an impact upon it. So I think in your di- 
rection the committee has already gone a long way. I don’t know 
whether we can work anything out along the line you suggest, whether 
there are any real practical solutions to it. If that is the situation 
and you feel you are disposed to accept what the committee has already 
written, and which I think to a large degree conforms to the thinking 


of the VF W 
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Mr. Downer. I would say this, Mr. Bates, but at the beginning I 
want to make it clear that our organization has not passed upon these 
proposals by our national encampment, so that what I say is not an 
official position of the Veterans of Foreign Wars. Our national offi- 
cers have considered the matter. 

Now, it seems so far as the answer to your question is concerned, 
it is this: If we accept the premise that the purpose of payments to 
survivors is because they have been deprived of their support, then 
they shouldn’t have equal payments in all cases, but should vary in 
accordance with the amount of support that they have lost. 

Now, if that cannot be made equal to all members of the Armed 
Forces, and cannot be applied to the temporary personnel, the civilian 
who comes in for a brief period of service, if it cannot be applied to 
him equally, then it would be my judgment that I would prefer to 
abandon that concept entirely and in place of it say a person gave his 
life in the service of his country, and we will pay a certain fixed sum. 

Now, that is our thinking, if you cannot apply it all the way across 
the board. 

Mr. Bares. Which is just the converse of what you believe to be 
true now. 

Mr. Downer. I say if we can’t apply it in every case, why then I 
would rather accept in lieu of that the concept that the person gave 
his life in the defense of his country. 

Mr. Bates. Of course, we do start at different premises. I don’t 
share the philosophy that this committee should give in direct rela- 
tionship to what somebody earned on the outside. I don’t think that 
should be our first consideration. Asa matter of fact, I think it should 
be one of our last. 

I think our prime consideration should be the question of taking care 
of the widows and the kids. That should be—certainly, my first start. 

Now, in giving to a man who was wealthy on the outside and there- 
fore earned a considerable income, to give to him in proportion to what 
he earned because he is probably the one who needs it least, that would 
be my objection, Mr. Downer to the thoughts which you have ex- 
pressed, as well as the difficulty of putting into effect the individual 
calculations that would be required. 

Mr. Downer. It seems, Mr. Bates, in my view the same argument 
could be made against basing it on military pay, that a colonel, or a 
captain, or a commander has had a larger income than an enlisted man 
so they don’t have as much need for it. 

Mr. Bares. Do you know what you fellows have just proved to me? 

It doesn’t make any difference what kind of an argument you bring 
up you can apply it to both sides. 

Mr. Tracve. What do you predict would happen in veterans’ legis- 
lation if a Korea broke out tomorrow ? 

Mr. Downer. The discharged Korean veterans under the present 
law have the highest liability for recall, many of them also are veterans 
of World War IT, nearly 700,000 World War II veterans were recalled 
in Korea, many discharged veterans who have returned to employ- 
ment or established a profitable business, will be recalled into service 
and the benefits of their survivors would be based on what their mili- 
tary rank is at the time of death and I think we all know as a realistic 
matter that our Reserve program has not been successful, that the 
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discharged Korean veterans in large numbers have refused to partici- 
pate in it, they have not acquired rank in the Reserve and they would 
be recalled in low rank. 

Mr. Tracur. I was speaking more as it would apply to survivor 
benefits. 

Mr. Downer. Well, in that case, Mr. Teague, that is under this 
proposal I think you would have many men who had demonstrated 
« high earning capacity in private life that would be recalled to a 
rank or grade of low pay. 

I think perhaps, Mr. Chairman, that perhaps I have been a little 
more confusing than I would like to be. I accept first the concept that 
the benefits should be based on the pecuniary loss because no survivor 
has been deprived—or they have all been deprived—of differing 
amounts of support. 

But if we cannot make that on equitable basis apply to everybody, 
realistically, why then I would rather not apply it at all, and abandon 
that concept and adopt in lieu of it the concept that each man who lost 
his life died in defense of his country and his survivors are all going 
to get an equal amount. That is our viewpoint. 

Mr. Harpy. In other words, if we assume to adopt your first 
philosophy, try to base it on loss of earning power, you would not, 
if you can’t do that absolutely, you would not subscribe to an effort 
to approach that as nearly as you can on a practical basis. 

Mr. Downer. Our view is that if we couldn’t apply it to everybody, 
we shouldn’t apply it to a few. Now one reason I mentioned, the 
figures that I did in the beginning was to show that the large number 
of these people are not career people. 

Mr. Harpy. That I think the committee would recognize, insofar 
as wartime service is concerned that will always be the case. 

Mr. Downer. Yes, sir. 

So, it seems that if we are going to have the much larger segment 
of the service deaths in which we cannot take into consideration 
what earning capacity was, why then we shouldn’t take into considera- 
tion any instance—we shouldn’t adopt that concept if we can’t apply 
it every place. 

It seems that would require then the rejection of that concept and 
the adoption of a different one on a fixed-payment basis. 

Mr. Harpy. Only that one other aspect of this general approach 
which you have made, taking into account the high percentage of 
civilians, civilian soldiers that were involved in the casualties, and 
the claims that are now on the rolls, if there is any basis, any informa- 
tion indicating the number of those or the percentage of those who 
had established themselves in outside employment and built up any 
real basis to apply the formula that you are talking about prior to 
the time they were called into service? 

In other words, I would guess—you mentioned that we had 12- 
million-some-123-thousand in the military in 1945, June 30, 1945. I 
would guess that the big majority of those had not developed any 
record of earnings on the outside prior to military service ? 

Don’t you think that would be correct ? 

Mr. Downer. That may be, Mr. Chairman. I don’t know any place 
where any statistics would be available. 

Mr. Harpy. It would be pretty hard to get those statistics. But in 
any event at that time we were drawing as heavy as possible upon the 
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younger group. We couldn’t fill it up entirely, but we were drawing 
as heavily as possible and the bulk of them did come from the younger 
group. 

Mr. Teague. Certainly all of them over an age of 22 years old should 
have begun to establish something. 

Mr. Harpy. That is right. 

Mr. Teacue. A plan. 

Mr. Harpy. That is right. 

Well, I am glad to have your thinking on the subject. Frankly, I 
am having a little difficulty trying to see how in the world we would 
make it applicable. But as was your previous testimony, the previous 
testimony of your organization, it has certainly provided the com- 
mittee with something else to think about. ‘banebhesd 

Mr. Downrr. Mr. Chairman, I would like to raise one other ques- 
tion that I don’t have the answer for, but merely make as a suggestion 
to the committee. 

Perhaps, it has been raised in testimony that I have not heard or 
perhaps the committee has given serious consideration to it. But I 
wonder why if we are to base the dependency compensation to the 
widow on the amount of military pay, why we don’t do that for chil- 
dren. Here we pay one child $70 per month, whether he was the 
child of an E-1 or of an O-8. I just wonder if there is sound reason 
for having a fixed sum for a child and not for a widow. 

Mr. Tracur. Mr. Downer, you and your family have a certain 
standard of living and if you left that family and left the widow, she 
would almost be required to maintain or to live something along as 
near that way as possible. 

I don’t think that is required of the child. Of course, you can argue 
it the other way, that if you had lived you could have provided that 
child a certain education and a certain amount of money and that 
because she lost you that that should happen. But I don’t believe 
that to a child or to a mother or father, the mother or father comes 
under dependency requirement, and I don’t believe the child has the 
requirement that a widow has. 

Mr. Downer. I concede there is a difference. There is not as much 
variation in the needs of a child as there is in the needs of an adult. 

Mr. Harpy. That is one that we did give a lot of thought to, Mr. 
Downer. And frankly, we tried to approach it from 2 or 3 different 
angles and finally came back up with this 1 as being the soundest 
approach we had been able to devise. 

Mr. Carnes. To some extent, however, where the deceased service- 
man is eligible for social security, supplemental social-security benefits 
are payable to the child. So you have a combination of two factors. 
You have a $70 base plus social security and that social security will 
vary between children dependent upon the amount which the man 
himself contributed. 

Mr. Harpy. Do you have any other points that you want to discuss! 

Mr. Bates. Of course, Mr. Chairman, that social security, too, is a 
reflection of his outside earning power in many cases before he came 
into the service. 

So that is another partial answer to what you have in mind in 
addition to the $100 plus 15 percent. I think we are—— 

Mr. Harpy. It is a partial answer: It is only a partial answer and 
we have had to combine these things as best we could. But I think 
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Mr. Bates just pointed up something, frankly I had overlooked it 
when you were diaiiahiis it a while ago, that actually insofar as the 
social security aspect of it is concerned we are doing exactly the things 
you have suggested. 

’ Mr. Bares. Social security ; yes. 

Mr. Downer. I would like very briefly to mention one other thing, 
Mr. Chairman, which I believe should be considered now, rather than 
later on. It might avoid some further difficulty. And that is as to 
the matter of jurisdiction of future amendments to this proposal if 
it were to be enacted. 

I assume that the Armed Services Committee would desire to retain 
jurisdiction of death gratuity matters, and the Ways and Means Com- 
mittee of social-security matters, and the Veterans’ Affairs Commit- 
tee of dependency compensation matters. But if this were enacted 
and in subsequent Congresses a bill is introduced to amend this, why 
there might be difficulty as to the referral of such a bill. So I wonder 
if the committee perhaps would like to give consideration to the spon- 
sorship of a resolution which would provide that jurisdiction of title 
II should be in the Veterans’ Affairs Committee and title 11J—and 
so on. 

Mr. Harpy. I don’t think there would be any necessity for that, 
because that is automatically covered under the House rules. The 
House rules provide that bills relating to those particular subjects go 
automatically to those committees. We are operating under a special 
resolution here now which will not affect the normal jurisdiction of 
the committees at all. 

Mr. Downer. I understand. But I am not aware of any legislation 
that confines compensation and social security and death gratuity. 

If this were enacted, then bills to amend were introduced, I wonder 
if there might be difficulty about jurisdiction that could be cleared 
up now. 

Mr. Harpy. I don’t think that there is any jurisdictional problem 
that would arise because of the way the House rules are drawn. The 
subject matter would be governing and it would go automatically to 
the committee that would normally have jurisdiction. This commit- 
tee is empowered to do a specific job. And when we get through we 
will not interfere with the normal jurisdiction of the committees at all. 

Mr. Downer. Of course, that is something that concerns you gentle- 
men more than anybody else. And if you are satisfied about it, all 
right. I merely 

Mr. Bates: We are not going to ask to get into this position, 
Mr. Downer. We are not going to ask to get into this position again. 

Mr. Carnes. Mr. Downer, you are an attorney and you are very 
familiar with the legislation the committee is considering. You have 
twice referred to the legislation as being vague in the bill. You didn’t 
exactly understand it. I would like to say on Saturday, all day Satur- 
day, next Monday and Tuesday, that the two gentlemen who are draft- 
ing the bill for the committee and myself will be reworking this and 
we would be more than glad to have any suggestions or comments of 
where the VFW feels that the language could be made more clear or 
any points in the bill clarified. 

So we give you that invitation for those 3 days to work with us 
anytime that you can possibly find the time. 
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Mr. Harpy. I would like to say that, Mr. Downer, that is a little bit 
more than an invitation, it isa request. Please if you find anything in 
there that needs to be doctored up, please get in touch with Mr. Carnes 
or Mr. Menger and let them know. 

Mr. Carnes. I mean that sincerely, we are very anxious to have 
some help on this. 

Mr. Downer. Thank you. I assumed that I had been sufficiently 
vague today as to cause the committee to conclude I would not be a 
proper person to call upon. [Laughter.] 

Mr. Carnes. One final question, Mr. Downer; do you feel that the 
bill be proposed by the committee—does the VFW feel—that is is a 
basic improvement over existing legislation in this area? 

Mr. Downer. I think there is considerable good in the bill and I 
guess probably I have been giving the impression from my critical 
attitude that I didn’t have any use for it at all. But that isn’t the 
case. 

Actually, I was pointing out the things that are objectionable to 
us in our viewpoint. I think there isa lot of good in the bill, especially 
the way it levels off what you, I think, Mr. Chairman, referred to as 
the valley of despair. I think that is very desirable. 

Mr. Harpy. So then taking the thing in toto, if we can’t incorporate 
the suggestions which you have advanced, you still would be inclined 
to think this would be an improvement over the present situation. 

Mr. Downer. I think there is some good in it. [Laughter. | 

Mr. Bares. Don’t go too far now, Mr. Downer. [Laughter.] 

Mr. Downer. I am not prepared to say exactly, Mr. Chairman. I 
am not prepared to say definitely yes or no on what position we might 
take if this were reported out as it is written. Because we do have 
some objections to it. 

Mr. Harpy. I don’t even want to commit you to a condition prece- 
dent to the time that we actually get out a bill, because in fact there 
may be substantial changes before we get through with it. But the 
committee does appreciate your levelness. 

Any other questions? 

Mr. Tracuer. No. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No. 

Mr. Bares. No. 

Mr. Harpy. Thank you, Mr. Downer, very much. 

Mr. Downer. Thank you. 

Mr. Harpy. Now, we would like to hear from the Disabled Veterans. 

Mr. Clark, we appreciate your presence today. The committee is 
very glad to have you gentlemen with us again today and to have 
the benefit of your views on the bill which has been set up as a vehicle 
for trying to get some order out of this chaos. We are most grateful 

for your help. 


STATEMENT OF OMER W. CLARK, DIRECTOR OF LEGISLATION, DIS- 
ABLED AMERICAN VETERANS; ACCOMPANIED BY CICERO Ff. 
HOGAN, DIRECTOR OF CLAIMS; AND CHARLES E. FOSTER, ASSIST- 
ANT DIRECTOR OF LEGISLATION 


Mr. Crarx. Thank you, Mr. Chairman. My name is Omer W. 
Clark, director of legislation, Disabled American Veterans, and to my 
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right is Mr. Cicero F. Hogan, director of claims, and to my left, 
Charles E. Foster, assistant director of legislation. 

I appear before you as director of legislation for the Disabled 
American Veterans without a directive of any kind regarding the 
position of our organization on the proposed bill now under con- 
sideration. 

My colleagues and I, in the short time allotted to us, have carefully 
studied Committee Print No. 3 and are prepared to give you, this 
afternoon, our observations with respect to this measure. These 
observations are based on what we know to be long-standing DAV 
policy. 

We have discussed these observations with National Commander 
English, and, as he assured the chairman of this committee in his 
conversation with him, we shall endeavor to cooperate fully with the 
committee insofar as DAV policy will permit. 

It would require more time than we have had to make a comparison 
of the language in existing social security, insurance and veterans’ 
laws and regulations with the language in the proposed bill. We 
have taken advantage of the offer made by the chairman of the select 
committee and Admiral Grenfell to listen to their explanations of 
the provisions of the proposed bill. 

We are rather proud of the fact that we have always championed 
the cause of the veteran who became disabled in the military service 
during a period of war and the dependents of those who died in 
service, or as the result of service-incurred disabilities. We are in- 
tensely interested in the welfare of such persons. 

From our study of the proposed bill, as well as the press releases 
and comparative charts prepared by your staff, it appears to us that 
the plan encompasssed therein is designed for and based on the as- 
sumption of a peacetime Military Establishment. 

The plan certainly reverses the historical concept of equal benefits 
for all based upon honorable service during a wartime period. 
Whether this plan, if enacted into law, will meet the justifiable 
demands of a civilian army in the event of a future national emer- 
gency we are not prepared to state. 

It should be borne in mind that our primary concern is with the 
future potential beneficiaries among the approximately 2 million war- 
time veterans presently drawing compensation for their service-con- 
nected disabilities. 

We do not object to the proposals in the bill regarding death 
gratuity, social security coverage of all members of the uniformed 
services on a contributory basis of the termination of the servicemen’s 
indemnity insurance. In the matter of insurance I feel certain that 
some form of insurance will be revived for service personnel in case 
of future hostilities. We are pleased that survivors, in the great 
majority of cases, will receive more financial assistance than is pos- 
sible under existing laws. 

In the interest of brevity, we will not repeat the statements we made 
(o your committee under date of November 22, 1954, and May 2, 1955, 
regarding our position with respect to these subjects, other than to 
point out that our position then and now, is not in full accord with the 
proposals contained in Committee Print No. 3. 

_ However, we would like to make certain recommendations at this 
time with respect to these proposals. 
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First, we recommend that the contributory social security feature 
of the bill be based on the gross service pay rather than base pay. 
We realize that the committee had very strong reasons for using the 
base-pay factor. 

However, in our opinion this does not adequately provide for the 
veteran who dies with but a few years of service. We further recom- 
mend that the base for computing death compensation be increased 
from $100 to $125 for all enlisted grades and to $120 for warrant and 
commissioned officers. 

We cannot agree with the committee’s recommendations with re- 
spect to amending the present laws and regulations administered by 
the Veterans’ Administration relative to determining the dependency 
of parents of men who died in service. 

It would appear that the committee has completely overlooked the 
underlying reasons for such a high percentage of dependent parents 
on the compensation rolls. We would be remiss in our responsibilities 
if we did not again invite your attention to the fact that the large 
majority of inservice deaths during a period of war occur among 
men 17, 18, 19, and 21 years of age with relatively short periods of 
service. 

These are men who form the fighting bulwark between regiment, 
division, army headquarters, and the zone of the interior. It is only 
natural that such a large percentage of the parents of these men are 
in fact dependent on their sons and we cannot help but believe that 
the present standards for determining dependency are fair and 
equitable. 

One laudable feature of the proposals which we strongly endorse is 
the extension of social security coverage to the approximately 3,700 
widows of men killed in service before they had earned 6 quarters of 
coverage. 

We called attention to the fact that there are many situations or cir- 
cumstances now existing or that will arise in the future which are not 
covered by the provisions of the proposed bill. 

This is not offered as criticism but with the hope that the commit- 
tee will permit this organization to offer at the earliest moment its 
recommendation in order that existing omissions are met and 
corrected. 

In conclusion it is requested that the committee give serious consid- 
eration to our suggestions contained herein. We want to thank the 
chairman, the members of the committee, and their staff, for the ex- 
cellent cooperation and assistance we have received. 

Mr. Harpy. Thank you, Mr. Clark. 

The committee is glad to get this expression of your thinking in 
connection with the proposed bill. 

Any questions ? 

Mr. Kitpay. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. I just had a couple of questions, Mr. Chairman. Mr. 
Clark, you have a recommendation of $125 for base pay of enlisted 
men and $120 for warrant and officers. 

Mr. CrarK. Yes. 

Mr. Bates. You have it:less for the officers than for the-enlisted 
men 


Mr. Crark. That is right. 
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Mr. Bares. What is the reason behind that, Mr. Clark? 

Mr. Cuiark. To eliminate some of the disparity between the amounts 
of money paid to the higher rank people and those of lower rank. 

Mr. Bares. You use that as a base figure? 

Mr. Crark. Plus the 15 percent, yes. But the 15 percent would be 
15 percent of gross pay rather than 15 percent of base pay, 

Mr. Bares. In other words, is that a substitution for the $100? 

Mr. Foster. Yes. 

Mr. Bates. Then the 15 percent would be of the base pay as proposed 
in the bill? 

Mr. Fosrer. Yes, sir. 

Mr. Bares. That is all. 

Mr. Harpy. Mr. Kean? 

Mr. Kean. No questions. 

Mr. Harpy. Mr. Teague? 

Mr. Treacur. Mr. Clark, would you make some comments to the 
committee on dual dependency payments ¢ 

Mr. Cuark. I think the proposed bill, Mr. Teague, took care of that, 
in section “N,” of the 59th or 60th page of the bill, if I am not mistaken. 
‘That question was raised the other day and there seemed to be some 
doubt that those would be taken care of. But I find on page 59 the 
second sentence of paragraph 1 of Veterans Regulations No. 10 is 
amended to read as follows: 


The receipt of pension, compensation, or dependency and indemnity compensa- 
tion by a widow, child, or parent, on account of the death of any person, or 
receipt by any person or pension or compensation on account of his own service, 
shall not bar the payment of pension, compensation, or dependency and indemnity 


compensation on account of the death or disability of any other person. 


Is that your point? 

Mr. Tracue. I thought possibly with your background that you 
might bring out some things that we had missed. A mother may be 
with a father. 

Mr. Ciark. We find many cases that are very meritorious in our 
opinion where the widowed mother is the widow of a veteran and 
draws compensation because of the veteran’s death. 

She also lost one or more sons as a result of service in the Armed 
Forces or in time of war. And we feel that she should not be barred 
from the receipt of compensation covering each of those cases. 

Mr. Teaaur. Would you say the same thing about a veteran mother 
and father and dependent children ? 

Mr. Cuark. I think so; yes, sir. 

Mr. Harpy. I think that is what we tried to include. 

Mr. Teague. I don’t think, Mr. Chairman, that the committee gave 
quite as full a study on multiple benefits as might be we should have. 
I know Mr. Carnes read a very comprehensive study of it as I did, 
but I don’t think it was covered in the committee. 

I don’t believe the committee realizes how far some of these things 
go and how many different ways that these multiple benefits work. 

And I am not so sure but what we should do more work on it. 

Mr. Clark, I would also like for you to comment on income with your 
background in the VA, as to the problems the VA runs into in 
determining income. 

Mr. CLtark. You mean for dependent parents? 
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Mr. Tracur. Yes. If you got a limitation of a thousand dollars, 
and you have a job at $500 a month and you work 1 month, what is 
your income for the year ? 

Mr. CrarK. The total income for the year under VA regulation 
at the present time, Mr. Teague, the limitation is there and anyone 
who receives less than the amount specified is presumed to be depend- 
ent. If they receive a greater amount 

Mr. Tracue. Is that after the year is over? 

Mr. Cuarkx. During the year, during the preceding calendar year. 
1f the income is shown to be in excess of the amount specified, the appli- 
cant may be determined to be dependent, that is if they can show that 
the reasonable cost of living is in excess of the earning, then they are 
awarded compensation. 

Mr. Teacue. Then the VA is paying on the year before? 

Mr. Crark. Yes, sir. 

Mr. Tracur. And the monthly payments are determined by the 
income the year before ? 

Mr. Cruark. That is right, that is right. sir. 

Mr. Tracve. IT am sure you have studied pages beginning on 13, 
14, and 15. Can you realize any problems that we are placing the 
VA there that they don’t already have on this income thing? 

Mr. Hocan. Mr. Teague, may I make a suggestion here. 

We request and suggest to the committee that paragraph G ap- 
pearing in the lower part of page 15 would state “in determining in- 
come mnder this section all payments of any kind or from any source 
should be included, except” and it lists four, “payments of the 6- 
months death eratuity, donations from public or private relief or wel- 
fare organizations, payments under this section and payments of death 
compensation under any other law administered by the Veterans 
Administretion.” 

It is restricted to death compensation. We earnestly request that 
vou include Government insurance received by a parent as the bene- 
ficiory because of the death of a spouse or another child. 

Under existing law that is not considered as income in the payment 
of either compensation or pension by the Veterans Administration. 
And we are confident it was not intended by this committee to include 
it as income in determining the total income of the parent. It is miss- 
ing in the bill. ITs that one of the things you were bringing out? 

Mr. Harpy. I don’t know whether we went into that or not. 

Mr. Teacur. Mr. Clark, do you have any comments on election by a 
widow or by survivors? 

Mr. CxiarKk. I think the proposal in the draft that survivor may 
continue to draw benefits they are now in receipt of and at a later time 
elect to take the benefits provided by this law is a fair and reasonable 
one. 

Mr. Teacue. That is all T have. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. No. 

Mr. Harpy. Mr. Kean. 

Mr. Kean. No. 

Mr. Harpy. Mr. Kilday? 

Mr. Krrpay. No. 

Mr. Harpy. Mr. Carnes? 
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Mr. Carnes. This bill by the very nature of your organization, 
Disabled American Veterans would apply to most of the members of 
your organization ; would it not? 

Mr. CuiarK. Yés, sir. 

Mr. Carnegs. The only thing that I wasn’t quite clear on, on page 3 
right in the very center of the page,,it says there “it would appear 
that the committee has completely overlooked the underlying reason 
for a high percentage of the dependent parents on the compensation 
rolls.” And then you proceed on there, but frankly, I am not quite 
clear as to the reason that you are calling it to the attention of the 
committee which they apparently had overlooked. 

Do you in the following two sentences, do you intend to clarify that, 
or did I just miss the point of what you were saying. 

Mr. Ciark. Do you care to speak on that, Mr. Hogan ? 

Mr. Hogan. You are referring to the sentence: 


We would be remiss in our responsibilities. 


Mr. Carnes. No, sir. Right above that, “the compelling reason 
why so many dependents are on the rolls today.” It looks as though 
you were going to show the committee why they had overlooked that, 
and I don’t think you did. : 

Mr. Hogan. What we intended to bring out and believe brought out 
in previous testimony when I spoke here last month was the fact that 
we do not believe that under present law there are more parents on 
the rolls than there should be on the rolls. That comes from our actual 
experience in the handling of claims on behalf of disabled parents— 
I mean dependent parents. 

The Veterans’ Administration has been very careful and has been 
rather restrictive, in my opinion, in the granting of awards to de- 
pendent parents. We still believe, in spite of the fact that it might 
bring criticism on the part of some widows or wives, that the persons 
that have really made the real sacrifice due to the loss of a man in 
action are the parents. 

Mr. Harpy. Of course, the parents certainly have had the invest- 
ment in the boy. 

Mr. Hogan. Yes. 

Mr. Harpy. It seems to me that it would be unusual if in a majority 
of cases a boy 17, 18, or 19 years old who has been taken care of by 
his parents up to that time suddenly become the one who had the 
responsibility for helping to support his family. 

I mean it, of course, occasionally happens. But I don’t see why it 
would be general. 

Mr. Hogan. I am sure every member of this committee is familiar 
and probably have had the experience of where they have had to come 
to the support of their parents during their early years of their lives. 
Certainly, I did. And at the time of my birth—— 

Mr. Harpy. I know there have been a great many of those. But— 
and I don’t have any actual figures on the subject—but just on the face 
of it, it would hardly be expected that in a majority of cases the 
parents would become dependent on the boy by the time he reached 
age 17, 18, or 19 years. 

Mr. Hogan. The DAV feels, and I think we have the support of the 
American public, that the parents of the men who are entitled to very, 
very generous consideration at the hands of this Government, and we 
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do not believe that it enhances the chances of this bill becoming a law 
to cast, if I may say without any reflection on anyone here, rather 
derogatory remarks toward the parents of the men who are killed in 
action. 

Mr. Harpy. I don’t believe anybody on the committee has cast any 
derogatory remarks on parents. 

Mr. Hoaan. No; but I felt tliat way after the testimony that came 
from the Pentagon, and so stated the other day; I feel that way, there 
is a difference of opinion. They give you the impression that because 
the parents have completed their sacrifice there is no further value 
from these parents, why bother about or worry about them. 

Mr. Harpy. I think the question that the committee was trying to 
resolve was the question of determining what dependency actuall 
consisted of, and certainly the committee wants to be—to ae 
the thing in a more or less liberal manner to assure that where de- 
pendency action does exist that there will be provision made. 

But that seems to be the question as to determining what actually 
constitutes dependency. 

Mr. Hocan. Well, if I may state, and I know that every member 
of this committee has seen tragic cases where parents have been denied 
any assistance—— 

Mr. Harpy. There is no doubt about that. 

Mr. Hocan. And those cases could be emphasized, as they say, 
blown up 

Mr. Harpy. That is absolutely true, Mr. Hogan, everyone of us have 
had those cases. 

But somehow or other I get the impression that those are the ex- 
ceptions rather than the rule, and where they exist certainly they need 
to be corrected, and I know I have been just as diligent as anybody else 
in trying to get them corrected, and I know we have had occasion 
to work with you on some of them. 

And there are cases of that kind, but my own feeling has been, which 
if it is wrong, why I certainly want to be corrected, but my’ own 
feeling has been that those have been exceptions rather than the gen- 
eral rule. 

Mr. Foster. I think what we are trying to say tnere, Mr. Hardy, is 
that, as far as we are concerned, we feel that the present VA laws 
and regulations on determining dependency of parents are reasonable, 
and we would like to see the committee not do any violence to those 
standards, the present standards. 

Mr. Harpy. My only question that comes to my mind connection 
with that is one that you may be able to answer. I don’t know 
whether you can or not, but I wonder whether any of us is in a position 
to gauge the total picture by the cases which we handle. 

Now, if the kind of cases that I get are representative of the general 
overall picture, I would certainly agree with you, that there ought not 
be any change made. But I would doubt that that is the case. 

Mr. Crark. Mr. Chairman, I am sure that any yardstick which 
might be adopted for determining dependent will leave off the rolls 
some cases which we all might agree are very meritorious. 

Mr. Harpy. Anything you «do is going to do that. 

Mr. Crark. That is right. 

Mr. Harpy. I think that is right. 

Mr. Hocan. You asked for a ‘suggestion as to clarifying some part 
of the bill. May I offer one suggestion here? On page 17, paragraph 
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(D), with reference to the dependency and indemnity compensation 
in cases of prior deaths, section 205, it reads, “if there are two parents 
of a deceased person eligible to apply for benefits under subsection 
(a), the application must be made by or on behalf of both parents,” 
of both, now why is that necessary when in actual—our actual ex- 
perience is that many times parents are separated and you couldn't 
get the two of them to sign the same application. One may be living 
in New York and the other in San Francisco. They are both entitled 
to benefits, and are receiving benefits. But apparently to—they are 
not divorced, they are separated. Probably the death of their son 
brought about the separation. But it isn’t going to be practicable or 
possible to get, in many instances, getting both parents to apply for 
this changeover. And, as I was told over in the Pentagon Building, 
whether they just lost $100, then 

Mr. Carnes. I see the point you are making. 

Mr. Bares. Make a note of that. 

Mr. Harpy. Of course, you do have that kind of a situation I 
suppose. 

Mr. CuarK. I see nothing gained by requiring both to sign. If it 
is a legitimate claim, that is. 

Mr. Harpy. Now, I have noted, Mr. Clark, in the closing part of 
your statement you indicated that you would continue, you and your 
group would continue to study the provisions of this bill looking for 
needs—for corrections. 

I hope you will do that, and that you will give us the benefit of 
anything of that kind that you run across where attention is needed. 

I would appreciate it if you and your staff will call those things to 
the attention of Mr. Carnes. 

Mr. CriarK. Mr. Chairman, I will have to make a confession. 

We began to study this bill with a great deal of skepticism. I think 
most of our fears that there was something going to happen to the 
dependents of deceased veterans have disappeared. We do still think 
there are certain changes that might be desirable and we will be 
glad to get in touch with Mr. Carnes as those things come to mind 
within the next 2 or 3 days, within a week, if possible. 

Mr. Harpy. By and large, do you consider that this bill is an 
improvement and it isn’t so bad an approach after all? 

Mr. Cuark. I think it is, Mr. Chairman. 

Mr. Harpy. I recognize there are some reservations that you have 
expressed. 

Mr. CuarK. I think the committee deserves more credit than you 
will ever get for the work you have done on this very complex subject. 
_ Mr. Harpy. Well, I will tell you, we know that we have got a tough 
Job ahead to get a good bill out of this thing and one that will be as 
equitable as possible. We know it is not going to be possible to come 
up with any bill that will meet all the objections. But with the help 
of you folks and the rest of them why maybe we will come up with 
something that will work. 

That is what we are trying to do, and be as reasonable and equitable 
as we can get it. 

_ Mr. Tracur. From your experience in the VA do you think these 
figures on dependent parents would indicate anything as to the income 
level of the boys who fought the war. 

Mr. Crark. Congressman Teague, I don’t believe that the VA has 
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ever attempted to make a study to find out if that was a comparable 
figure. 

“Mr. Tracur. The point I am making is, as an infantry battalion 
commander, I used to wonder what happened to the boys coming 
down through the Army when they were all picked through and the 
regiment picked all they wanted, as to who I got for my rifleman in 
that rifle company. 

And I suspect that if you took a look at that you would get some 
indication as to why there were so many dependent parents for the 
number of boys who were killed. 

Mr. Crarx. Yes, that is right. Well, the question about dependent 
parents is a very difficult one to answer, as you all recognize. 

I think most parents feel that the money they spend on the educa- 
tion and upbringing of their children is a little investment in their 
own future if they have difficulty in their old age. 

But how to measure that contribution which those youngsters might 
make is something I can’t give you any advice on. I wouldn’t have 
the least idea how to do it. I think any arbitrary rule you adopt 
would be a great disappointment to a great many people. It might 
be a very happy solution for a great many cthers. 

Mr. Tracur. That is the problem, that is characteristic of every 
problem that is connected with those propositions. 

Mr. CrarKk. That is right. 

Mr. Tracur. Whatever you do is wrong for somebody. 

Well, anyway, the committee is very grateful for your helpfulness, 
and thank you very much. 

And I do hope you will keep in touch with Mr. Carnes on any 
suggestion that you may have. 

Mr. Crark. Thank you. 

If you want anything from us, Mr. Carnes, we will be glad to have 
a call from you. 

Mr. Carnes. Fine, thank you, Mr. Clark. 

Mr. Harpy. Well now, that will conclude the session for this after- 
noon. We will stand adjourned to reconvene in this room—— 

Mr. Tracur. Before you adjourn, Mr. Clark, I am very much in- 
terested in this bill in line of duty terms, in definition of widows, in 
determining income and with your experience with the Veterans’ 
Administration, I sure hope you will take a look at this thing. 

Mr. Crark. I am interested in this bill, too, Mr. Teague, and I 
don’t say that just as idle chatter. 

I think that the whole question of veterans’ benefits deserves a 
very serious study by the Congress and the veterans’ organizations, 
the Veterans’ Administration, the Department of Defense. 

I have thought that for many years. And certainly, I know of 
no one person today who is wise enough to sit down and draw an all- 
encompassing piece of legislation which would take care of every 
kind of case that you think it is proper to take care of it. It just can’t 
be done. It takes a lot of good heads. And it takes a long time, too, 
it can’t be done overnight. 

Mr. Harpy. We found that out in this little part of it. 

Mr. CriarK. Yes, I know. 

Mr. Harpy. Well, thanks again. The committee stands adjourned 
to reconvene in this room at 10 o’clock in the morning. 

(Whereupon, at 3:37 p. m., the committee adjourned, to reconvene 
at 10 2 ~., of the following day, Friday, June 10, 1955.) 
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FRIDAY, JUNE 10, 1955 


House or REPRESENTATIVES, 
SeLecrt COMMITTEE ON Scrtivors’ BENEFITS, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Porter Hardy, chairman of the 
committee, presiding. 

Mr. Harpy. Let the committee come to order. 

Mr Carnes? 

Mr. Carnes. Mr. Chairman, before we begin this morning we have 
two statements that have been submitted which we would like to insert 
in the record. The first is a joint statement issued by American Life 
Convention and Life Insurance Association of America. 

And the second is a statement from Mr. Joseph F. Barr, national 
commander of the Jewish War Veterans of the United States. 

Mr. Harpy. Just hold up on Barr’s letter. 


Mr. Carnes. All right. Just insert in the record at this time the 
statement of American Life Convention and Life Insurance Associa- 
tion of America. 

I don’t see any point, Mr. Chairman, in reading this letter. It 
indicates an endorsement of the committee’s bill and a copy of it will 
be available for a present this morning to read at the conclusion 


of the hearings if they desire to do so. 
Mr. Harpy. Without objection, the letter will be made a part of this 
record, 


AMERICAN LIFE CONVENTION, 
LIFE INSURANCE ASSOCIATION OF AMERICA, 
Washington 6, D. C., June 9, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Select Committee on Survivor Benefits, 
The Capitol, Washington 25, D. C. 


DEAR CONGRESSMAN Harpy: This letter is filed on behalf of the American Life 
Convention and Life Insurance Association of America, two life-insurance com- 
pany associations having a combined membership of 255 companies representing 
approximately 98 percent of the legal reserve life insurance in force in the United 
States. 

Your committee has now drafted a bill giving effect to conclusions reached 
following months of study of the problem of military survivor benefits. We feel 
that the diligence and objectively which went into these conclusions is to be 
highly commended. 

We favor the following principles which are embodied in the new bit: 

_ 1. Full contributory OASI coverage for military personnel, with immediate 
insured status. 

2. Recognition of differences in service pay in computing dependency and in- 
demnity compensation. 
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3. Standards of parental dependency for determining eligibility for dependency 
and indemnity compensation. 

4. Termination of FECA benefits for reservists and placing their survivors on 
an equal basis with survivors of regular members of the Armed Forces. 

5. Termination of the right to purchase Government insurance upon termina- 
tion of service except on impaired lives, 

6. Efforts toward simplification and integration of the overall system of sur- 
vivor benefits. 

There are dcubtless technical changes to which attention will be given. We 
have no amendments to offer at the present time but in this connection we wish 
to repeat our offer tc be of assistance to your committee or its staff in any way 
possible. 

As indicated abcve we concur in general in the underlying benefit plan 
developed by the committee. With regard to the benefit levels, in the absence 
of gross disparity, we feel that the actual levels.are a proper matter for com- 
mittee determination. Having found no such disparity, we would therefore not 
undertake to comment specifically. 

Sincerely, 
AMERICAN LiFE CONVENTION, 
CLarIs ADAMS, 
Executive Vice President and General Counsel. 
LiFE INSURANCE ASSOCIATION OF AMERICA, 
EuGENE M. THORE, 
General Counsel. 

Mr. Harpy. Now, members of the committee, I have received a com- 
munication from the Jewish War Veterans expressing regret that they 
were not able to have a representative testify in person. I think I 
should read the communication into the record. 

Dear Mr. CHATRMAN : Due to commitments which could not be avoided, neither 
our national commander, Joseph F. Barr, nor I can appear before your commit- 
tee during the hearings. Enclosed is a statement by our national commander 
dealing with the bill you are considering which we would greatly appreciate your 
inserting in the record of your hearings in lieu of the verbal testimony we would 
have preferred to give before your committee. 


With congratulations on the great step forward which your committee has 
achieved in preparing Committee Print No. 3 and with all good wishes. 


Signed by Bernard Weitzer, national legislative director. 


Without objection, the statement of the Jewish War Veterans will 
be inserted at this point. 


STATEMENT BY JOSEPH F’. BARR, NATIONAL COMMANDER, JEWISH WAR VETERANS 
OF THE UNITED STATES OF AMERICA 


The Jewish War Veterans of the United States has examined the bill proposing 
a Uniformed Services Survivor Benefits Act (Committee Print No. 3). Our 
examination was based upon two separate and distinct points of view, the first 
of which was to determine as adequately as was possible from a present appraisal 
the effect of the proposed legislation on the system of benefits presently admin- 
istered by the VA, which provides monetary benefits to the dependents of veterans, 
both war and peacetime. 


So far as we have been able to determine, the proposed legislation, 
from this point of view, will generally have no adverse effect on de- 
pendents of war veterans, and, in the main, will have a beneficial 
effect so far as monetary allowances to survivors of peacetime veterans 
are concerned. The foregoing is not meant to indicate there are no 
criticisms to specific features of the eer legislation, and such criti- 
cisms will, in part, be detailed hereafter. 


The second point of view was with regard to the effect of the pro- 
posed bill on national security as a whole and more particularly on 
the problem of attracting and holding the type of enlistees, and career 
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men in general, having the high caliber, moral and intellectual, neces- 
sary to maintain adequate Armed Forces as a career service. 

With reference to this second point, it is our opinion that while the 
proposed legislation does not contain all the measures we have urged 
as desirable to encourage career personnel of the armed services, it 
is a partial recognition of what is needed in this direction and a major 
step to the end we believe essential. 

We realize that it may be necessary from time to time for the Con- 
gress to examine this legislation, if enacted, to remedy deficiencies 
which will appear through the operation of the law. 

However, we repeat that we endorse the principles basic in this 
proposed legislation as being a big step in the right direction in recog- 
nition of the long-apparent need and one which the Jewish War Vei- 
erans of the United States of America has long urged as a necessary 
corollary and addition to the Career Compensation Act as amended 
by the recent Career Incentives Act. 

Now to turn to some of the things which we believe require further 
consideration. 

From 1917—(the act of October 6, 1917)—until 1951, Public Law 
23, 81st Congress, men in the active service were permitted to buy 
Government insurance, with moderate premiums, to the extent of 
$10,000. 

Public Law 23, 81st Congress, the act of April 23, 1951, repealed 
the laws under which such insurance could be purchased and substi- 
tuted therefor a system of indemnity insurance, for which no premiums 
were charged, under which the sum of $10,000 was payable, in install- 
ments, to certain dependents of a deceased veteran in the event of his 
death under the conditions stated in the statute. 

The proposed legislation now sets up a distinction between the 
recipients of the indemnity and those receiving the proceeds of Gov- 
ernment insurance. Such a distinction has not, heretofore, appeared 
in any law. Under the proposed legislation, the dependents of those 
who carried Government insurance on a premium basis will continue to 
receive the benefits thereof and, at the same time, receive the benefits 
of the proposed legislation. 

On the other hand, under section 205 of the proposed legislation, 
entitlement to the benefits of this survivor act is denied to one receiv- 
ing indemnity insurance and the bill conditions entitlement on sur- 
render of the indemnity insurance. 

This discrimination points up what our organization has urged 
since the enactment of Public Law 23: for example, that persons in 
the armed services should be permitted to purchase insurance under 
plans similar to United States Government life insurance or national 
service life insurance. 

In a recent memorandum to General Bradley, Chairman of the 
President’s Commission on Veterans’ Pensions, under date of June 
1, 1955, it was stated by this organization that— 

It is exceedingly important to note that the fourfold concept of the War Risk 
Insurance Act, as amended, which has been in effect for a matter of some 38 
years up to the present date, is with two important exceptions still the govern- 
ing law. These exceptions are (1) that in 1951 the Congress substituted a 
so-called indemnity provision for the system of war risk insurance, and (2) 
broadening the concept of allowing education and training after discharge to 


other than those who had incurred a disability which interfered with pursuing 
their prewar occupation. 
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Under this indemity act, the survivors of a veteran, specifically named in 
the statute by describing kinship, unless otherwise named by the veteran, 
receive the sum of $10,000 in the event of his death in service, or within 120 
days thereafter, in installments for a stipulated period of time thereafter. No 
premiums are charged for this protection. If relatives, as described, do not 
survive, no benefits are payable. This program, while designed to replace in- 
surance is not a suitable substitute therefor and has created deal of discon- 
tent among veterans, and the dependents of veterans. The result is an almost 
universal recommendation on the part of veterans and their representatives 
that the Congress of the United States should be urged to enact a law whereby 
veterans in the active military service of the United States today and those 
who had or should have had the opportunity to apply for insurance under 
laws which were in existence until 1951, should be given the opportunity to 
apply for insurance in multiples of $500 between the $1,000 minimum and the 
$10,000 maximum, the premium therefor to be based on the American experience 
of mortality tables. 


We urge your committee to reconsider the proposed legislation with 
the idea of (A) eliminating the prea discrimination and (B) 
reenacting an insurance law for those now in the service and those 
who will enter service in the future. 

Section 203 (c) of the bill deals with dependency and indemnity 
compensation to children— 
reduced by the amount of any increase in the aggregate benefits payable to 


the other children of the deceased person under such section 202 (d) as a 
result of the attainment by him of such age. 


The cited language will require a reduction in the amount of aggre- 
gate benefits payable to other children under the conditions therein 
stated. This provision penalizes a child over 18. Attention is also 
invited to the fact that there appears to be no provision as to what 


happens after other children become 18. 

Section 204 (a) dealing with dependency and indemnity compen- 
sation to parents seems to be predicated upon an inadequate concep- 
tion of what is “need” in the light of the living standards of today. 
Moreover, the definition of income in subsection (g) appears to be 
too restrictive. 

The amount of income, alone, should not be considered to be an 
adequate measure of need. There can be cases in which income 
may be far in excess of that amount, which, under the proposed legis- 
lation would preclude any award and yet not only need but actual 
destitution may exist. 

Cases have arisen in which income in an amount in excess of that 
stated in the law (gross income) becomes far less than what is needed 
to maintain substandard living conditions in the light of special needs. 
It is recommended, therefore, that some provision appear in the law 
authorizing the Administrator of Veterans’ Affairs, notwithstanding 
the income restrictions, make a determination as to whether need 
actually exists, and if such need, in his judgment, exists the Adminis- 
trator be authorized to pay the parent in such cases. 

The limit stated in subsections (b), (c), and (d) should be raised 
to be more in line with the current living standard. For this pur- 
pose, it is recommended that the limit of $600 in subsection (b) be 
raised to $1,000; in subsection (c) a similar increase should be made; 
and in subsection (d) the total combined income should be raised to 
$1.200 for two parents. 
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As to subsection (c) the question arises as to what happens if one 
parent is wealthy and the other penniless. This situation does not 
appear to be taken care of. As to subsection (d) the bill is silent as 
to whether the compensation is to be divided between the two parents 
equally or otherwise. an 

With regard to subsection (g) concerning the definition of income, 
attention is invited to the fact that under (g) (2) a contribution from 
public or private relief or welfare organizations is not income but 
such a payment from a child to the parent is income. It is recom- 
mended that the definition of income be revised to be more nearly in 
accord with Veterans Administration Regulation No. 1028, the con- 
cept of which has been developed through years of experience. 

Section 205 deals with dependency and indemnity compensation 
in cases of prior death. 

Subparagraph (c) of this section required that the application in 
behalf of children, if there be more than one child eligible, must be 
made by or in behalf of all the children. 

The question arises as to what happens if there are children by 
different parents living in separate households. 

It is recommended, as to this, that notwithstanding the fact a child 
or children may not be listed on applications, an application filed on 
behalf of one child shall by statute be made an application on behalf 
of all children no matter when mention of the other children may be 
made in a specific claim on their account. 

The same comment relates to parents, viz., that applications must 
be made by, or on behalf of, both parents. Supposing the parents 
are divoreed and are not living together, does the failure of one pre- 
clude a filing by the other? It is recommended that the bill be revised 
to provide that application by one parent be deemed an application 
for and in behalf of both parents. 

In section 208 (c) “Administrative provisions,” it is recommended 
that the words “and children” be inserted after the word “widow” in 
line 4 on page 19, and the word “thereafter” appear after the word 
“payments” im line 5; that the period at the end of the sentence in 
line 8 be changed to a comma and the following added to this sub- 
section: “Providing such children have heretofore been included in 
the claim of the veterans or of the widow or an application has there- 
tofore been filed for or in behalf of such children.” 

The purpose of this change is obvious. 

In section 208 (f) the words “from the date thereof” should be 
added after the word “eligible” in line 22 on page 19, and the words 
“properly discontinued” in lines 23 and 24 should be defined by the 
statutes, 

The reason for the first change is obvious since otherwise a question 
might appear as to whether a widow is barred from receiving pay- 
ments during the period of her widowhood if she remarries ‘before 
an award and payment are made. As to the second recommendation, 
on this subsection, the Veterans’ Administration has had before it in 
many cases the question of the definition of “properly discontinued” 
since this language first appeared under Public Law No. 2, 73d Con- 
gress. This question involved recognition of decrees of what are de- 
clared by such decrees to be null and void marriages or voidable mar- 
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riages. Statutory definition of the language in question will eliminate 
many such controversies. 

Subsection 208 (j) as presently phrased, raises the question as to 
whether in the event of death of a veteran between January 1, 1956, 
and July 1956, payment would be required as of January 1 notwith- 
standing the veteran may have been alive on that date. It is sug- 
gested that the words “or date of death” be added after the date 
“1956” in line 24 on page 20. 

Section 301 (5) (d) on page 22, line 16, uses the word “receives” 
without defining what is meant thereby. What happens if the bene- 
ficiary dies after delivery of the check but before the cashing thereof? 
This should be resolved in the statute. 

Section 407 concerning “Special provisions in cases of prior death” 
with specific reference to benefits under OASI limits such special 
provisions to those whose death occurred within 3 years after release 
from active duty. 

The question is why this limitation of 3 years. It is recommended, 
particularly in the light of the number of lingering illnesses which 
developed after World War II and Korea that the 3-year period be 
changed to not less than 10 years. It is the firm belief of our organi- 
zation that inclusion of such a 10-year period at this time will do much 
to deter attempts in the future to amend this legislation, which in this 
respect is too restrictive. 

Section 501 (b) which would deny the widow and children and 
parents payments under the proposed legislation where an insured 
veteran has elected a waiver of premium under section 622 of the 
National Life Insurance Act of 1940, is in the opinion of our organiza- 
tion, almost a breach of trust. Notwithstanding a waiver of premi- 
ums under section 622, payment of the pure insurance risk premium 
was still required. Where then is there any basis for a penalty against 
the dependents of those who applied for waiver ? 

It is recommended that this provision be deleted. 

Mr. Harpy. Now, to resume where we left off yesterday, with I be- 
lieve Mr. Doyle of the National Reserve Officers Association; is he 
present ? 

Mr. Doytr. Yes, sir. 

Mr. Harpy. Come right on up and have a seat. The committee will 
hear you first. I believe your presentation won’t take long? 

Mr. Doytr. No, sir; about 6 to 7 minutes. 

Mr. Harpy. Havea seat, Mr. Doyle. 

Mr. Doytr. You have the letter I am going to read ? 

Mr. Harpy. Fine. Just go ahead. 


STATEMENT OF HENRY GRATTAN DOYLE, JR., CHAIRMAN, 
NATIONAL LEGISLATIVE COMMITTEE, NAVAL RESERVE 
ASSOCIATION 


Mr. Dorie. My name is Henry Grattan Doyle, Jr. [ama lieutenant 
commander in the Naval Reserve and am appearing before you in my 
capacity as the chairman of the national legislative committee of the 
Naval Reserve Association. I would like to read, with the com- 
mittee’s permission, a short statement outlining the purpose and mis- 
sion of the group I represent. 
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Mr. Harpy. Go right ahead. 

Mr. Dorie. The Naval Reserve Association is the youngest of the 
organizations which normally are interested in military matters hav- 
ing been incorporated late in 1954 under the laws of the District of 
Columbia. The NRA is a nonprofit, nonpartisan professional organ- 
ization of naval reservists organized to: 

1. Associate its members together for their mutual professional 
benefit as naval reservists. 

2. To support the military policies of the United States. 

3. To promote the interests of the Navy Department. 

4. To work diligently for a strong Naval Reserve. 

The basic philosophy which provides perhaps a better understand- 
ing of our purpose and which governs our every action, was passed 
by unanimous resolution at our first annual conference. I quote di- 
rectly from the resolution : 
this organization in its every inception adopts the philosophy that an assocta- 
tion is not necessary to protect the Naval Reserve from the Naval Establishment 
but rather that an association is vitally needed to cooperate with the Naval Estab- 
lishment in the solution of the many and complex problems which of necessity 
arise in the administration of a Navy composed of both Regular career and Re- 
serve personnel, 

The association pledges its best efforts to such a program of cooperation and 
dedicates itself to the high purpose of working for those things which will im- 
prove the Navy and make it better able to perform its role in the national defense 
of our country by presenting the view point of the naval reservist. 

This association shall ever seek to measure its actions by the yardstick of 
patriotism rather than that of self-interest. 

Active membership in the association that is voting membership is 
open to anyone who Is now or who has served honorably as a commis- 
sioned officer, warrant officer, aviation cadet, or midshipman in the 
Naval Reserve. We maintain a national headquarters at 1126 20th 
Street NW., in Washington. 

Reading the papers this morning I was sort of amused by some 
comments of one of the representatives that appeared before you yes- 
terday in regard to the question of people whe might be killed who 
had been earning a very high income prior to being inducted or called 
to active duty. I was reminded of a situation in which I participated 
personally. We had an officer on a ship that I commanded who was 
constantly telling us stories about the tremendous oil interests he had 
in Texas. 

Mr. Barres. Did you have one of those, too, on your ship? 

Mr. Dore. Yes, sir. 

And how much money he was giving up to serve his government 
and so forth. [Laughter. ] 

The point of my story, Mr. Bates, which perhaps may not have hap- 
pened to you, I took a trip to Texas a couple of years after the war. 
] landed at the airport and was engaged in trying to get a cab down- 
town and here was my friend starting taxicabs out in front of the 
building. 

I don’t mean in any sense of the word to be facetious about that 
problem. 

7." Harpy. You think maybe he was just a true Texan? [Laugh- 
er. 


Mr. Doyrrx. I don’t want to get into a discussion of that, sir, with 
a Virginian. 
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Mr. Harpy. I am sorry, I made that observation without Mr. Kilday 
present. But that was intended for him and Mr. Teague. 

Mr. Doy.e. I don’t mean to be facetious about that problem. It is 
definitely not a major problem in this bill. Certainly it seems that 
the soldiers’ and sailors’ relief and other protection which a man with 
high income should have, should be adequate and it should not be the 
responsibility of the Government to protect those relatively few cases 
where a man may have a tremendously high-income potential when 
he is called to active duty. 

I have with me a letter from our national president, Mr. Clayton L. 
Burwell, addressed to your distinguished chairman which I would like 
to read into the record. 

Mr. Burwell is appearing before the Virginia Supreme Court and 
he asked me to say that while he is extremely deferential to the chair- 
man of this committee, the Virginia Supreme Court comes first. 

Mr. Harpy. I can understand how he might feel that way about it, 
and we will forgive him for that, because that is a very important 
body that he is appearing before. 

r. Dorie. It is also the way he makes his living, sir. [Laughter.] 

This letter is dated June 9 and is addressed to Vir. Hardy, 

The Naval Reserve Association has followed*closely your penetrating study 
of the problem of survivors’ benefits and through the good offices of Admiral 
Grenfell have been briefed fully on the Hardy select committee’s print No. 3 
of the proposed draft bill which is now in public hearings before you. 

We believe that the proposal is sound in every respect both from the point 
of view of the individuals in the three groups and the interests of the Govern- 
ment. We are particularly impressed wth your lifting of the widows of our 


deceased servicemen from the “valley of despair” as your chairman has so aptly 
called it. 


Our association is impressed also with the principle established in the print 
that servicemen through contribution to social-security funds will pay for part 
of the benefits which may come ultimately to them or their survivors. 

We, therefore, wish to congratulate the committee for an excellent job well 
done and wish to be recorded in the record as supporting the bill as written. 

I would like to add one more thing, sir. 

We have seen also some publicity that this bill should be delayed 
for people to get more chance to study it. We think that is ridiculous. 
This has been in the mill for months, a very competent staff and very 
competent group of people in the Defense Establishment have studied 
it thoroughly. 

We think it is a good bill. 

Obviously there are some minor weaknesses but obviously you can’t 
get legislation that solves every situation that comes up in something 
so complicated as this. 

Mr. Harpy. Certainly. Thank you. 

The committee shares your feeling that we will never be able to 
get a perfect bill but we are certainly doing everything we can to 
get one as nearly as we can toward that end. Any questions? 

Mr. Bates? 

Mr. Bates. No. 

Mr. Carnes. Have your legislative people had a chance to analyze 
the committee print No. 3 in detail? 

Mr. Doyrte. We think so, yes, sir. 

Mr. Carnes. If you have any constructive suggestions regarding 
drafting legislation or anything of that nature which may have been 
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overlooked by the committee or if you think the language in the bill, 
without changing its substance, can be improved upon we would 
welcome your suggestion in the next 2 or 3 days. 

Mr. Dove. We are in the process of trying to work up a couple 
of suggestions, and in discussing with Captain Martineau, f gathered 
he would inform you of them. 

Mr. Carnes. For fear that he may think we are aware of them and 
we are not, we would appreciate having your memorandum. 

Mr. Doytx. We will do the best we can to do that. 

Mr. Harpy. Thank you, Mr. Doyle. 

Mr. Doyle, I am sorry that you made your observation before Mr. 
Downer got here. 

Mr. Doytze. My wife’s a Texan and I’m liable not to get dinner 
tonight. [Laughter. | 

Mr. Harpy. Mr. Downer, Mr. Doyle just gave us an interesting 
illustration of an experience he had in connection with the approach 
that you suggested yesterday. But I think it was unfair of him to 
make that kind of an illustration because in fact it was purely a Texas 
tall talk. [Laughter. | 

Mr. Downer. I am sure a Virginian wouldn’t understand that. 
| Laughter. | 

Mr. Harpy. Now, we are glad to have with us Mr. Tilghman of the 
Disabled Officers’ Association. 

Mr. Ti'ghman, have a seat. Have you got a prepared statement ? 

Mr. Trrguman. Yes, Mr. Chairman, it will be very brief. 


Mr. Harpy. Fine, sir. Just go ahead, Mr. Tilghman, and proceed as 
you desire. 


STATEMENT OF G. D. TILGHMAN, NATIONAL ADJUTANT, DISABLED 
OFFICERS ASSOCIATION 


Mr. Tirguman. Mr. Chairman, and members of the committee, I 
wish to say what has been said by many to whom you have listened. 
You gentlemen have done a masterful job, and if the proposed bill 
is enacted into law you will be thanked by untold Gaahon 

Our organization can and will wholeheartedly support the prin- 
ciples incorporated in committee print No. 3. However, I should like 
to suggest some slight changes which are necessary to clarify and 
strengthen the proposed plan. 

1. In sections 102 (p. 3), 402 (p. 26), and 413 (p. 44) it is stated 
that the term “member of a uniformed service” includes—‘(A) a 
retired member of any of those Services.” The term “retired member” 
las not been defined. 

We are somewhat afraid that unless the intent of the committee is 
made crystal clear, widows of some persons having what is generally 
considered to be retired status will meet with difficulties. Shams in 
mind those persons placed on the disability retired lists under the 
act of May 24, 1928 (the Emergency Officers Retirement Act), and 
the act of April 3, 1939 (the law under which non-Regular members 
of the — and Air Force were made eligible for disability retire- 
ment pay. 

The Service departments and the Comptroller General have held 
that persons in receipt of disability retirement pay under those laws 
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do not have actual retired status. Although I know of no official 
ruling with respect to the status of Reserve personnel of the Navy, 
Marine Corps, and Coast Guard placed on the disability retired list 
under the act of August 27, 1940, it is possible that the Comptroller 
General would hold that they, too, are not actually “retired” members 
of a uniformed service. 

May we suggest that the term “retired member” be defined by 
language along the following lines: 

Provided, That any person in receipt of or entitled to receive retirement pay 
for physical disability shall be considered a retired member of a uniformed 
service. 

Similar language will be found in section 411 of the Career Com- 
pensation Act—placed there so that there could be no misunderstand- 
ing as to the intent of the House Committee on Armed Services. 

2. Section 407 (a) (3)—page 36: We recommend that the language 
“within 3 years” be stricken out. 

It is conceivable that unless this change is made some of the widows 
you want to help will not be covered. Assume that a person contracted 
tuberculosis in service and was discharged in 1944 before completing 
18 months’ service. If my understanding is correct, the widow of 
that person would be eligible for social security if the veteran died 
within 3 years after discharge, but she would not be eligible if he died 
more than 3 years after discharge. 

3. With respect to social security based on military service: We 
recommend that members of the armed services be given the right to 
drop out all miltary service. 

My reason for that suggestion is that in time of war members of 
the Reserve will enter service fully insured on a maximum-wage 
credit, that is, some members. In a major war some of these people 
might be in service 8 or 10 years and with less than the maximum 
credit. 

That would, of course, result in a reduction in their payments, I 
believe, if I understand the social-security law correctly. 

Mr. Harpy. Go right ahead Mr. Tilghman. 

Mr. Tr.euMan. Section 208 (j)—page 20: We hope that persons in 
this category will be given more time in which to make a choice. 
Obviously, many dependents will know nothing of this law until it 
has been explained to them. We would suggest that if application is 
filed within 90 or 120 days after the person has been informed of en- 
titlement to greater benefits, January 1, 1956, be the effective date of 
the new rates. 

In conclusion, Mr. Chairman, I should like to again thank members 
of the committee and the staff for what they have done and are doing 
for widows, children, and dependent parents of deceased service per- 
sonnel. 

Mr. Harpy. Thank you, Mr. Tilghman, thank you very much. 

There are one or two things I would like to ask you about your 
observations. 

In connection with this proposed drop out of all military service, 
if you did that with respect to a career person, who was a career mem- 
ber of the Armed Services he would drop out all of his covered—— 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 517 


Mr. Truenman. I didn’t mean to imply that it would be automat- 
ically dropped out. As I understand the law now a man might drop 
out as much as 4 years, I believe. 

Mr. Carnes. Five. 

Mr. Tirenman. Five, in his lower income periods. The thought I 
had in mind, is that a man might go in either completely covered or - 
fully insured or nearly fully insured at the maximum, and then be 
kept in service for 6, 8, or 10 years with low coverage, which I believe 
would result in his payments upon death, should he die in service or 
shortly after leaving service, being less than they would have been 
if he had maintained his coverage that he had when he went into 
service. 

Mr. Harpy. I think there may be a few conditions under which this 
would be possible, but I don’t know how in the world we would operate 
along the line you suggested. 

If you permitted the man to drop out any part he wanted to, you 
would lose entirely the averaging effect and he would select only those 
top years. 

\fr. Tucuman. That in effect is what he does today. A person in 
industry, as I understand, can drop out his low income years. Here 
we are talking about a man 

Mr. Harpy. A certain number of them. 

Mr. TirgHman. Yes, sir. 

Mr. Harpy. Of course, under social security now you can drop out 
5 years. Well, anyway, that would present some difficulty 

Mr. Carnes. Mr. Tilghman, would you be willing to amend your 
proposal or suggestion to the effect that a man may be permitted to 
drop out his low social security years while in the service if he were 
serving on involuntary service. That is if a man stays in 6, 8, or 10 
years he is liable to be there by choice. 

Mr. Tireuman. Yes. I didn’t have in mind the person who was 
making a career. 

Mr. Harpy. Involuntary service. 

Mr. Tieuman. Yes, that is what I had in mind. 

Mr. Harpy. That, of course, would present a different set of cir- 
cumstances, 

Mr. Carnes. I would appreciate him, Mr. Chairman, elaborating 
on this actual retired status. Frankly, that is something new that I 
haven’t heard about before, where there seems to be some difference of 
opinion with the Comptroller General. 

Mr. Tr¢uMman. The act of May 24, 1928, known as the Emergency 
Officers Retirement Act did not provide for actual retirement. Those 
officers who were given retired pay under that law were out of the 
service. They had been discharged from military service in World 
War I, at the end of World War r I think the last disabled man from 
World War I was discharged in 1926, from Walter Reed Hospital. 
This law was passed over the President’s veto in 1928. It had been 
before Congress in one form or another since 1919. 

Because of all the difficulties we ran into and the opposition on 
the part of the regular services, it was necessary to word the language 


in a peculiar way and the act was administered by the Veterans’ 
Administration. 
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People placed on the retired list under that law were never recom- 
missioned, and the Comptroller General has repeatedly held that they 
have no actual military status. 

Mr. Carnes. You mean they are not subject to recall ? 

Mr. Tr.eHMan. They are not subject to recall. 

a Harpy. Actually they had been discharged before they were 
retired. 

Mr. Trreuman. That is right. 

Mr. Harpy. And they were not called back to active duty for the 
purpose of retirement. 

Mr. Tr.euman. That is right. 

Now, the act of April 3, 1939, with which we had considerable 
to do, was not in language exactly as suggested by our group. But that 
law, the last proviso of section 5 of Public Law 18, of the 76th 
Congress reads that— 


all officers, warrant officers, and enlisted men of the Army of the United States 
other than the officers and enlisted men of the Regular Army if called or ordered 
into active military service by the Federal Government for extended military 
service in excess of 30 days and who suffered disability or death in line of 
duty from disease or injury while so employed, shall be deemed to have been 
in the active military service during such period and shall be in all respects 
entitled to receive the same mention, compensation, retirement pay, and hos- 
pital benefits as are now or may hereafter be provided by law or regulations 
for officers and enlisted men of corresponding grades and length of service of the 
Regular Army. 


The Comptroller General as well as the Adjutant General of the 
Army and I am quite sure the Air Force have held on a number of oc- 
casions that officers retired under the act of April 3, 1939, have no 
actual military status by reason of having been granted retirement 
pay under this law. 

hat was one reason why Senator Johnson’s two amendments to 
the Career Compensation Act were adopted by the Senate, to assure 
those people that they would have exactly the same rights, benefits, 
and privileges as retired members of the regular services. 

Now, the act of August 27, 1940, under which officers of the Navy, 
Marine Corps, and Coast Guard when serving with the Navy were 
granted disability retirement benefits, that is Reserve officers, para- 
graph 4, or section 4, rather, of Public Law 775, 76th Congress, is in 
language identical with the last proviso of section 5 of Public Law 18, 
which I just read, with the exception that where Army is used in one 
_— Navy and Marine Corps is used in the other. We want to 

e sure—— 

Mr. Harpy. I think that is something we would have to do a little 
checking into. Iam sorry Mr. Kilday is not here, because Mr. Kilday 
has a clearer comprehension of that. 

Mr. TircuMan. He is thoroughly familiar with the situation. 

Mr. Harpy. He knows those retirement laws better than any indi- 
vidual in the United States. 

Mr. Trreuman. I agree with you. 

Mr. Harpy. I am sorry he is not here this morning, but we certainly 
will want to confer with him, call to his attention these points you 
have raised, and I think we will get it straight. 

Mr. Bares. These people today actually do receive retired pay. 

Mr. Trenman. Yes. 
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Mr. Bares. Are their widows, after they are deceased, entitled to 
widows’ benefits today ? 

Mr. Tireguman. As veterans, yes as widows of war veterans, not 
by reason of their status as retired personnel or as commissioned 

personnel. Because under the present survivor laws, or dependency 
laws, all receive the same; that is based on the fact that they were 
in military service at the time of war. 

Mr. Bares. I think we should check, Mr. Chairman, into this 
matter thoroughly. If there is an injustice, we ought to take 
care of it. 

Mr. TuGuMman. I am not certain that any difficulties would arise. 
But we have seen difficulties arise in other cases because of the language 
of the law. And we would want to make certain that the widows of 
those people are protected. 

Mr. Bares. Now, under the Career Compensation Act that we just 
passed, you said that amendment was put in in the Senate. 

Mr. TitegHman. The Career Incentive Act you just passed. 

Mr. Bates. Yes. 

Mr. Trrguman. The Career Compensation Act of 1949, the Johnson 
amendments were to that act, the Career Compensation Act of 1949. 

Mr. Harpy. Any further questions? 

Mr. Bares. No. 

Mr. Harpy. Mr. Kean? 

Mr. Kean, No. 

Mr. Carnes. On section 4, page 2, you are saying there may not 
be enough time to advise the people of benefits under this bill. You 
are suggesting to the committee that if the person files within 90 or 
120 days that they be allowed to receive retroactive pay to January 
1, 1956; is that right? 

Mr. TiueHMan. Yes. 

Mr. Carnes. Would that situation exist if the Congress does act 
on this legislation this year and enactment date for illustrative pur- 
poses say is August 15 and the effective date is January 1, wouldn’t 
you have that period in which to crient your people. 

Mr. TrtgHMan. It depends upon who is going to orient them; there 
are Many, many people on the rolls now, compensation rolls. Now 
tens of thousands of them will have no way of knowing even that this 
law is passed until someone tells them. When they know the law has 
passed they still will net know whether they will benefit more by 
staying under the present arrangement or by shifting to the new 
irrangement. 

I feel that the Veterans’ Administration should be required, and 
| am sure they will, notify all of these people as to what they are en- 
titled to, the VA and Social Security, as to what they are entitled to 
under this law and then give those people say 30, 60, 90, or a reason- 
able period after they have been notified to make their decision as 
to whether they are going to remain under the old law or under the 
new. 

Mr. Carnes. The thing of it is the comptroller general has opposed 
retroactive payments on this basis that if a person files and the applica- 
tion is being processed and it were to be effective for a 90- or 120-day 
period retroactively those people would have received the payments 
for those months while the application was in process. It is true 
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they would have received perhaps a lower payment because they are 
electing to a higher payment in a great many cases but the GAO had 
considerable apprehension about any retroactive payments and with 
all of the benefits throughout the bill it was a statement through their 
recommendation that no retroactive payments be permitted because 
the payments now prevailing would continue and that the only ad- 
vantage of the retroactive payments would be a differential between 
the new and the old benefits. 

And they pointed out very forcefully the problems inherent in mak- 
ing all of those accounting adjustments and everything else. 

o they recommended to the committee that there be no retroactive 
payments. It is not like a person is losing—nothing or all, it is a 
question of degree. They did make that recommendation to the 
committee. That is why there was no retroactive feature for pay- 
ments in the bill. 

Mr. Treuman. I am sure that if Mrs. Jones, living next door to 
Mrs. Brown, is informed of her right to a considerably more amount 
of money, in time that she can start getting that money January 1, 
and her next-door neighbor is not informed, she doesn’t know what 
she is entitled to under the new law until August 1, she is going to 
feel very resentful because she got the information, or her neighbor 
got the information and she didn’t. 

Her neighbor could go back to January 1 for the increased pay- 
ments, she could only go from the date she made the election. 

Mr. Carnes. As an illustration of that, Mr. Tilghman, you recall 
that in 1950 the Congress granted this $160 gratuitous wage credit 
to men in the Armed Forces. That was granted retroactively to Sep- 
tember 16, 1940, which meant that some people who from 1940 to 
1950 were not eligible for social security suddenly became eligible. 
Well, even today in 1955 the Social Security Administration is hav- 
ing 10 or 15 applications per month for social security benefits to 
which the people are entitled by virtue of that $160 wage credits hav- 
ing been granted back in 1950. 

They have just gotten the word. However, the Social Security 
Administration has maintained the position of not making any retro- 
active payments and I think you always have the case of some people 
not getting the word. 

Mr. Harpy. Somebody is not going to find out. It doesn’t make 
any difference how good steps you take. I don’t know 

Mr. TrrgHMman. That is a minor action. 

Mr. Harpy. Yes. It does present a problem. 

Mr. Carnes. But the committee did consider it and it acted on a 
statement of the GAO hoping that no retroactive feature would be 
put in the bill. I mean it is not something that was overlooked. 

Mr. Bares. I would like to ask the counsel the reason why we put 
that 3-year provision in section 407 that Mr. Tilghman mentioned, 
under special provisions in cases of prior death. 

Mr. Carnes. He is talking about the tubercular example which Mr. 
Tilghman gave. 

I think Mr. Bates and Mr. Hardy’s impression is correct that it was 
the intent of the committee, Mr. Tilghman, as I understand it—of 
course, you understand the VA and evervone else has drafted this bill 
so it is difficult for all of us to be familiar with it. But if a person 
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dies of service-connected death, regardless of when they die they 
would receive the same benefits as though they died on active duty. 
Mr. Tienman. Then I think you will have to strike out that 3 


ears. 

Mr. Harpy. The 3-years limitation does not apply. 

Mr. Carnes. I recall now there is a presumption in the VA that if 
a person does not contract TB within 3 years after leaving the service 
it cannot be presumed to be service-connected, and that is partly what 
they got into it. But I don’t think it was the intent of the committee 
that it be in the bill quite the way it is. We appreciate your calling 
that to our attention. 

Mr. Harpy. Anything further? 

(No response. ) 

Mr. Harpy. I am calling Mr. Kilday’s attention to your comments 
about this retirement proposition. We will discuss that a little bit 
later on. We certainly do thank you, Mr. Tilghman. 

Now, Mr. Holden of the AMVETS. 

Mr. Holden, we are glad to have you with us this morning. 

We understand that your national commander was not able to be 
here. But we are finding that in a great many cases the national 
commanders of major organizations are pretty well up to their ears 
with previous commitments. 

So the committee is delighted that you are able to be with us and 
give us the advice of AMVETS which I am sure will adequately 
cover the situation. I hope you will explain to Mr. Ames 

Mr. Carnes. Isn’t it Wilson? 

Mr. Harpy. I hope you will explain to Mr. Wilson that we would 
like very much to have had him here, but we can understand since 
his commitments already exist and I wish you would thank him also 
for the pleasant telephone conversation we had recently. 

Mr. Honpen. Thank you, Mr. Chairman. I might say that the 
national commander has asked me to convey his regrets that he was 
unable to be present this morning. He had wanted to present the 
views of AMVETS on this subject. However, he leibaied that upon 
his return to Washington he would communicate with this committee 
and supplement the statement that is presented this morning. 

Mr. Harpy. That is fine, thank you. 


STATEMENT OF JOHN R. HOLDEN, NATIONAL LEGISLATIVE SERVICE 
DIRECTOR OF AMVETS 


Mr. Hotpen. My name is John R. Holden, I am the national legis- 
lative service director of AMVETS. I am accompanied this morning 
by Mr. Raymond C. Winterbottom, the assistant national service 
director. 

Mr. Chairman, and members of the committee, we welcome this 
opportunity to present the views of AMVETS on the measures pend- 
ing before you. 

I apologize for not having a prepared statement that I can dis- 
tribute to the members of the committee. However, time did not 
permit mimeographing my statement. 

Mr. Harpy. That is all right. We will try to make notes as you 
go along. ' 
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Mr. Hoxpen. Thank you, sir. 

We have studied the provisions of committee print No. 3 and 
find that we are in substantial agreement with certain provisions of 
the draft bill while we disa with others. : 

We note the benefits under the FECA will no longer be available 
to the survivors of certain reservists. AMVETS had previously 
testified that the termination of this benefit for reservists would in our 
judgment eliminate much of the criticism of the existing survivor 
benefit program. Believing that the elimination of FECA benefits 
will provide a more uniform and more equitable structure we endorse 
this provision. 

The proposal would establish a minimum of $800 and a maximum 
of $3,000 lump-sum payment of the 6-month death gratuity. AM- 
VETS have Sean contended that the wide range of payments of 
this benefit under present law do not bear a proper relationship to 
the immediate louis of survivors. We therefore endorse the change 
proposed in the draft bill. 

The proposal to permit Armed Forces personnel to participate 
in the social-security program on a full contributory basis is sound 
and should be included in the bill ultimately reported by this com- 
mittee. 

Adoption of this proposal would assure men of the Armed Forces 
full protection under this program. Protection for which they have 
paid in the same manner as an employee in private industry. At 
the same time it would relieve the OASI trust fund of the burden of 
underwriting the $160 wage credit granted under existing statute. 

We therataee cannot support this proposal. 

We cannot, however, endorse the proposal with respect to the de- 

ndency and indemnity compensation under title II of the bill. 

his proposal introduces an entirely new philosophy into the sur- 
vivor benefit program. 

The philosophy that rank, station in life, or military pay is a 
factor in discharging the Federal Government’s obligation to the 
widows of veterans who died as a result of service-connected dis- 
abilities. We reject such a philosophy as an unsound approach to 
this problem. 

It does not in our judgment represent the equitable discharge of 
our Nation’s obligation to the service-connected dead. 

The proposed graded system of compensation payments is, of course, 
a very good plan for the career personnel of the Armed Forces. It 
does not, however, represent an adequate plan for the great mass of 
civilians called into service during time of war. 

We invite your attention to the fact that of the three-hundred-and 
fifty-thousand-odd deaths for which compensation is being paid, only 
18,000 are regular establishment, while the rest are wartime cases. 

If we are to adopt a graded system of death compensation, and 
I certainly am not advocating it, then we must give more considera- 
tion to the relationship between a career serviceman and a civilian 
soldier. I certainly will not concede that the Federal Government 
has a greater obligation to the widow of a lieutenant colonel with 12 
years’ service than to the widow of a private with 6 months’ service, 
and a preservice salary comparable to that of the lieutenant colonel, 
approximately $530 per month. 
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Yet, in the proposed bill the lieutenant colonel’s widow would re- 
ceive $180 monthly, dependency compensation paid by the VA, while 
the private’s widow would receive $113. 

We would suggest that in lieu of the proposed graded system that 
1 flat rate of death compensation be eatablished which takes into con- 
sideration the loss of the indemnity which will be terminated by this 
bill, and the present structure of death compensation. 

We leave to the good judgment of the committee the amount that 
~hould be decided. We would suggest something in the neighbor- 
hood of $135. 

We have examined the standards established by the bill for de- 
pendeney of parents. In our judgment the broad approach to the 
problem of depent parents envisioned by the bill is sound. 

However, there is no room for administrative flexibility in recog- 
izing unusual expenses by a dependent parent. We can envision 
the possibility of high medical expenses that may perhaps make that 
income limitation that has been set in the bill an unrealistic figure. 
And the parent would then not qualify for the benefit. 

Mr. Bares. The committee has a note on that, Mr. Holden, from 
prior witnesses. 

Mr. Houpen. I see, thank you, sir. 

We believe the form that has been mentioned by witnesses, the joint 
form that would be drafted by Social Security and the Veterans’ 
Administration is very good and we can see no reason for objection 
on the part of either agency. 

We feel, as Mr. Chairman you have indicated, that the two agencies 
certainly should be able to agree on the type of form that can serve 
hoth purposes. And if they do not, we certainly would be willing to 
help you draft such a form for their use. [Laughter.] 

Mr. Harpy. I appreciate that. 

Although that is probably a little bit out of our field. I still think 
that, they are going to be able to come up with one. I have great 


confidence in their capabilities, greater than they do sometimes, I 
think. 


Mr, Hotpen. Thank you. 

We note in the bill an administrative hurdle that may perhaps slow 
the payment of benefits. 

| am referring specifically to page 10, line 14, where it indicates 
that the Secretary of Defense shall at the request of the Administra- 
tor certify to him the rank and grade or cumulative years of service 
for pay purposes held by deceased persons. 

And under the present structure of veterans’ compensation laws the 
hurden of proof, I believe, is upon the claimant. The survivor submits 
the necessary proof and the Veterans’ Administration is then able to 
‘djudicate the claim with dispatch, with a minimum of delay. 

We have noted from experience that those in-service death cases 
where the Defense Department presently certifies the death of a serv- 
iceman, that there is some delay in some cases in the Veterans’ Admin- 
istration getting that certification. 

Mr. Carnes. Mr. Holden, that point was very carefully considered. 
The purpose for that is this: As you know, the bill provides for an 
election, and the election of the widows on the rolls today, there are 
ore sixty-five or seventy thousand widows who can elect to the higher 
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benefit, that election to some extent is predicated upon the rank of the 
man at the time of his death, even the World War I widows, as well 
as the number of years of service the man has. 

And I think it was the Veterans’ Administration, or one of the 
other agencies, who have forcefully called to our attention the fact 
that a World War I widow now receiving $87 a month who is filling 
out this application, especially if he was an enlisted man is liable to 
be recalling from memory what the man’s rate was. 

And she knew he was a sergeant, but she didn’t know whether he 
was a tech or master or first sergeant, and she thought he was in 
the service for 3 years, but he may have been in for 414 years. 

And so on those elections as well as on other things, like that, the 
Veterans’ Administration was not willing to take upon itself to accept 
the word of these applicants taken from memory, especially from 
certain old applications. 

They wanted the Secretary of Defense to search the record of that 
man and for him to certify in what grade that man died and the years. 
of service. So that is the purpose of that provision. 

It was not to slow up the administrative details at all. 

Mr. Hotpen. No, I recognize that. 

And I certainly am not suggesting at all that the word of the claim- 
ant be accepted in payment of these claims. 

Mr. Harpy. I think there is another factor too, here, Mr. Holden. 

I think your concern about the delay would relate to future claims 
rather than to old claims. 

Mr. Hotpen. Yes, sir. 

Mr. Harpy. That is why the language is as it is here, and it says 
the Secretary of Defense shall at the request of the Administrator. 

Now, that would be subject to regulation, of course. If the Admin- 
istrator felt that he had satisfactory support, it would be required. 

Mr. Hotpen. I see. 

Well, I can see that then, if the Administrator then has discretion 
under this law 

Mr. Harpy. That is correct. 

Mr. Howipen. To accept the the proof submitted by a claimant as 
adequate proof of all the data, then that certainly will be all right. 

Mr. Harpy. That enables him to get the information from the Sec- 
retary of Defense if he finds that he needs it. That is what it does. 

Mr. Hotpen. Yes, sir. 

Mr. Carnes. And he is going to want to do that on these old cases. 

Mr. Hotpen. Absolutely. 

Mr. Harpy. I hope we didn’t make you lose your place. 

Mr. Hotpen. I was just about finished, Mr. Chairman. I wanted 


to say in testifying before this committee previously we stated and 
I quote: 





Irrespective of the ‘final action of this committee, whether to Amvets’ liking 
or not, we wish to commend you, Mr. Chairman, the members of your committee, 
and the staff director, for the thoroughness of your study and above all for the 
truly objective manner in which you are exploring all facets of the survivor 
benefits structure. 


In spite of the fact that the bill that has been presented for our 
perusal does not meet with—is not exactly to our liking, I wish to 
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reiterate that statement today and say that it is just as true today 
as it was when it was originally made. 

Mr. Harpy. We certainly appreciate that, Mr. Holden. 

Mr. Hoxpen. Thank you, sir. 

That completes my statement. 

Mr. Harpy. Thank you. 

I will tell you, I don’t know—you have brought up some points 
here, most of which had a considerable amount of consideration by the 
committee. I don’t know what we are going to be able to do with 
them. It is awfully hard to try to find an answer to some of these 
questions which you have raised. 

Now, you brought up, for instance, this question of compensation 
for the civilian soldier that is brought in in time of emergency, and 
they are the bulk in terms of numbers, and in a measure your com- 
ments tied back to the same thought that Mr. Downer has presented 
rather forcibly to the committee. 

The major difficulty there is one of how in the world do you do it? 

We haven’t been able to find one, we haven’t been able to find any 
formula that would provide reasonable consideration to those factors, 
and at the same time give reasonable consideration to the career serv- 
ice personnel, I think most of us, certainly speaking for myself, I 
have arrived at a pretty strong conviction that there is need for some 
consideration of rank insofar as career personnel is concerned. 

Now, we have got to try to draft a bill that will be applicable both 
to career personnel and to emergency or wartime personnel. And 
it is a hard thing to do. In fact, every time you turn around you 
run across some complication that you hadn’t expected. 

Mr. Hoxpen. I agree with your comments very much, Mr. Chair- 
man. And we have been faced with the same problem, trying to 
distinguish between the career man and the civilian, trying to do 
justice to both. 

And it is practically an impossible task. And because of that fact, 
we have, you might say, admitted defeat and suggested that it be a 
flat rate for all. 

Mr. Harpy. Well, now, would you think that the flat rate propo- 
sition would give proper consideration to the career serviceman. Of 
course, we don’t know when we are liable to be in another emergency, 
but all of us are hoping that from here on for a long period of time, 
most of the military personnel will be career personnel, except for 
very short duty. 

I hope that is not a vain hope. But anyway, that is the situation 
that we are in. And I am just wondering whether particularly in the 
light of the preblem in retaining career personnel simple justice for a 
regular doesn’t require some consideration of rank. 

Mr. Howen. I recognize that the payment of a flat monthly sum 
to all ranks certainly is not an incentive to make a career of the mili- 
tary. However, the increased pay attendant with each rank would 
certainly offer that man some opportunity to increase his estate 
accordingly the same as it does in civil life. 

Mr. Harpy. That is true. 

And that, of course, is the reason for the recent passage by the 
Armed Services Committee, bringing out by the Armed Services Com- 
mittee the Career Incentive Act, trying to stimulate reenlistments. 
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Mr. Kitpay. Mr. Chairman—— 

Mr. Hotpen. Now, social security does, of course, take that into 
consideration, the rank of the serviceman. 

Mr. Harpy. Yes, social security does to an extent. And in like 
manner, social security does add to the benefits available to the civilian 
who comes in because of what he was doing on the outside and his 
earnings in private employment. 

Mr. Hortpen. That is right. 

Mr. Harpy. To that extent, that meets an element of this business 
of earning, private earning capacity. 

Mr. Kitpay. Mr. Chairman, this is an inherent difficulty and I 
guess under our system and our traditional military policy it will al- 
ways exist; it is insurmountable. You have the regular career man 
and you have the citizen soldier. And our traditional policy has been 
to maintain a small highly efficient regular service capable of prompt 
expansion in time of emergency by the citizen soldier. Of course, tie 
has a tremendous background, Washington, Lincoln, Andy Jackson, 
all those fellows were citizen soldiers. 

We can’t compensate anybody for getting killed; there is no com- 
pensation for it. 

I don’t believe there is any compensation for taking 2 years, as we 
now do, out of the life of a young man who has no desire to pursue a 
military career. So that we can’t pay him during that time; it is 
physically impossible. 

But when we do impose the service on him because of the existing 
circumstances, I think we are always going to have to follow a policy 
of attempting to do something to replace those things which he has 
lost during that period of time, and to do something toward taking 
care of his family, should he die in the service. 

After World War I we started the vocational education program, 
and then there came upon us—attempting to do something to replace 


that. 

After World War II we had the GI bill, things of that kind. We 
kept people like Generals Eisenhower and Bradley and Admiral 
Nimitz and General Arnold and Admiral Morrell who was worth 
$100,000 to Jones & Laughlin Steel, we kept them on active duty with- 
out promotion for as much as 15, 16 years. We can’t do it any more. 
So we have got to do something, in my opinion, to give them a little 
better break than they are getting in the hopes that we can hold them, 
like we did these other men of tremendous ability. 

And in the event of a future emergency, we will probably have to 
act on that one when the time comes. 

You see, when we were holding those men they’ had things civilians 
didn’t have. They had medical care, there was no group-health insur- 
ance in those days. They had three-fourths base-pay retirement, the 
retirement systems were the exception, now they are the rule. 

Everybody has them. Just as we are attempting to do here, they 
all supplement social security. So my personal idea is we have to 
somehow, someplace, get the military man, perhaps, in a little bit 
better position, because he does sacrifice some things. 

A man of tremendous ability would be worth a great deal of money 
to industry and we are holding him at a fixed wage. That man doesn't 
work for rigid, fixed wages. I think the solution here is we are just 
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oing to have to depend upon good sense, the appreciation of future 
ngress, when we do again, as we are doing now, in the event of 
15, 18, 20 million men called to service, we are going to have to depend 
on the right thinking of future Congresses to do what we can. We 
will never be able to compensate the citizen soldier. That is why we 
respect him so much, too. 

Mr. Howpen. Mr. Kilday, I can appreciate your remarks and I am 
not disparaging the plight of the military. 

Mr. Kinpay. I know 

Mr. Hotpen. However, again pointing out that approximately 19 
out. of over 20 deaths in the military service are the citizen soldier, the 
civilians, I don’t think that we should try to meet the problem of what 
to do about the career—offering an incentive to the career personnel 
in the survivor-benefit structure of veterans. 

I don’t know how to attack it. I don’t believe this is the placa, 
though, because it is preponderantly a veterans program. 

Mr. Kizpay. Of course, we have to do something to assure that man 
that his family is going to be taken care of. 

Mr. Hoxpen. That is true. 

Mr. Kipay. I can’t imagine any greater incentive to the famil 
man, the type of family man we want in the service, than the know]- 
edge that his family will be taken care of. 

Mr. Harpy. That is a rough one. That is the nub of the whole 
thing that has been taking up so much time of the committee. 

Any questions ? 

Mr. Bates? 

Mr. Bates. Mr. Chairman, I think Mr. Holden has gone a long way 
on the bill, FECA elimination, 6 months’ gratuity, he concurs with the 
provisions cf the parents, providing we take into consideration the 
medical expenses. 

There may be something else in that general] area that the committee 
might want to entertain. 

What are we going to do about this civilian soldier. There are 
going to be significant changes in the future, too, instead of having 
that tae standing force we are going to have about the same service 
in the Reserve in the future, almost 3 million in each. 

-Mr. Hoxpen. I hope you are right, sir. 

Mr. Bares. Of course, I would suspect ability would have a reflec- 
tion in rank in the Reserve as it should have in the Regular, and that 
too would have some bearing upon this problem. 

I do think that this social-security aspect of it, and certainly it was 
something the committee had in mind when it first considered accept- 
ing socia! security, was to tie it in with their civilian earnings. 

Of course, under any plan you would have to have a ceiling, because 
if a man was making $50,000 you wouldn’t predicate it upon that. 

They have to be on some reasonable basis. So to a large degree 
this social-security increment in the bill does take care of this large 
measure, I think, what you and I and the committee has in mind. 
There is that other aspect that Mr. Hardy mentioned yesterday, and 
which Mr. Doyle mentioned today, there are a lot of people brought 
into the service that make more money on active duty than they ever 
made in their life. That is why a lot of reservists want tostay in. So 
that if they do get paid on the basis of rank, these civilian soldiers 
would be making out a lot better than they do as civilians. 
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In summary, I do think we are going quite a way along the road 
that you have expressed in your statement. Don’t you think so? 

Mr. Howpen. Se sir, with the exception of basing it—basing the 
VA payment on rank. 

Mr. Bares. Well, of course, now the committee entertained that 
thought, too. And originally, we were going to do just that, but we 
changed that along your way of thinking, too, to provide that every 
body get . flat $100 and then only 15 percent of that figure was based 
upon rank. 

80 85 percent of that differential was eliminated. So I do think 
it is a vehicle which we can recognize and I think we can work with, 
yee all of these instances here are directed toward your type of 
thinking. 

And I think it is workable. These other aspects, I don’t know how 
vou would put a handle on them. 

Mr. Kran. I gather, Mr. Holden, that what you would like us to 
do would be to have a higher base and a lower increment? That is if 
we started off, instead of at $100, at $125, and instead of the 15 per- 
cent, dropped it to, say, 5 percent or something like that. 

That would probably save you completely ? 

(Aside from Carnes.) 

Mr. Kean. 10 percent, I mean. 

Do you get what I am driving at? 

Mr. Hotpen. Yes. 

Mr. Kran. Raise the base and have the increment or the increase 
for increased pay a smaller amount. 

Mr. Horpen. We haven’t explored fully that facet of it. 

Mr. Kean. No. But that would carry out what you are thinking 
about, because it would mean the difference between the man with the 
higher pay would be a lot smaller than what you are talking about. 

Mr. Hoven. Well, to a degree it would. 

However, there is still the civilian with the high income who comes 
into service. That is what we are thinking of. 

Mr. Kran. He, of course, gets the social security to cover that. I 
mean, we can’t base the pay on what he was getting in the civilian 
life. 

Mr. Carnes. His social security would be at a maximum figure if 
he were high in civilian life. But it is very difficult for a career man 
when he has to average out his low, even officer years, to get. to the 
maximum under social security. 

So the civilian soldier with the high income would definitely have 
an advantage on social security over the career serviceman. 

Mr. Bares. I think another thing you ought to keep in mind is that 
70 percent of your regulars after retirement do earn social security 
in their own right. 

Mr. Hotpen. I wasn’t aware of that. If that is a fact—— 

Mr. Carnes. Yes. 

Mr. Bares. Sixty-eight to seventy percent presently. With the 
extension of social security it is going to be a higher figure, particu- 
larly with the extension of life day by day. 

Mr. Harpy. Is that all? 

Mr. Bares. Yes. 
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Mr. Harpy. We certainly do thank you, Mr. Holden, and appre- 
ciate it so much. Tell Mr. Wilson when he gets in I would be de- 
lighted if we can get a chance to talk with him, even though we don’t 
get him before the committee. 

Mr. Hotpen. I am sure he will contact you, Mr. Chairman. 

Mr. Carnes. If Mr. Wilson would like to see the transcript of this 
hearing, we will be glad to show it to him, Mr. Holden. 

Mr. Hoxnpen. Thank you. 

Mr. Harpy. Now, Mr. Grayson, National Association of Life Un- 
derwriters. We are glad to have you with us again this morning. 

We had come to the conclusion that you had lost your interest in the 
affairs of the committee. 

Mr. Grayson. Mr. Chairman, it isn’t quite that way. We had 
hoped to save you the ordeal of having to listen to us again after 
about three times up here. [Laughter | 

Mr. Bares. It is always a pleasure to hear you. 

Mr. Grayson. That is very kind of you. 

Certainly you have been most indulgent in your time and attention 
and we are deeply appreciative of your many courtesies. 

Mr. Harpy. I understand you have some brief comments you want 
to make. 


If you don’t have a prepared statement go right ahead. 


STATEMENT OF LOUIS J. GRAYSON, CHAIRMAN, COMMITTEE ON 
AFFAIRS OF VETERANS AND SERVICEMEN, NATIONAL ASSOCIA- 
TION OF LIFE UNDERWRITERS 


Mr. Grayson. That is correct, Mr. Chairman. 

We had originally intended to testify on the whole bill and then as 
I say we decided that we would save you that time and merely file a 
statement. 

We endorse all the provisions of the bill with two exceptions. One 
is the obvious one of the level of benefits, and the other one is the 
matter upon which I shall address myself this morning. I am going 
to confine my remarks this morning to this one particular item which 
either it might have been overlooked entirely by the committee or at 
least the significance of it may not have dawned upon the committee. 

Mr. Carnes. Being as you are going to confine your comments to 
the second point, on the first point when you do file your statement 
just for the sake of the committee’s information you feel the benefits 
are too low in this bill or too high ? 

Mr. Grayson. We feel they are too high. We feel that they are 
needlessly high, and I would be only too glad to talk on that for a 
few moments, if you would like to have me. 

Mr. Harpy. Let’s have a brief comment on that, if your association 
has any strong convictions about it. 

Mr. Grayson. We have a very strong conviction on that, Mr. Chair- 
man. 

The present benefit for a widow without children will run approxi- 
mately $70 a month, $69.60 a month. 

And on top of that she gets a $10,000 gratuity which is the actuarial 
equivalent of approximately $40 a month, making a lifetime income 
of approximately $110 a month. 
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Now, we realize that through the hearings the reference has been 
made to an income of $87a month. But that was a wartime figure, and 
that is already overboard. The current figures is the peactime figure 
of $89.60 a month, that is for a widow with no children. And that 
added to the gratuitous indemnity 

Mr. Harpy. Just one thing about this. Mr. Kilday was just talk- 
ing about your comment about this wartime proposition. Insofar as 
the present is concerned, we are not getting any more widows on the 
rolls at the basis of $87 because widows occurring under existing law 
do get the present figure. 

But the bulk of the ones that are on the rolls are the ones that are 
receiving the $87 or are eligible. 

Mr. Grayson. That is correct. 

Those who are currently drawing benefits, for all intents and pur- 
poses, all of them are getting the $87. 

Mr. Harpy. As a matter of fact, if you look at past statisties which 
have been considerably discussed here, out of the three-hundred- 
some-odd thousand, I think 380,000 on the rolls, only 18,000 of the 
deaths were—is it deaths or claims? 

Mr. Carnes. Deaths. 

Mr. Harpy. 18,000 of them were regulars and the rest were wartime 
deaths. 

Mr. Grayson. That is correct. , 

But we were looking at this bill as affecting primarily future deaths. 
And to that extent we thought it only fair to compare it with the 
present scale of benefits rather than the ones of people that are already 
dead. And it is with that that we were figuring. 

So we were using a figure of roughly $110 as the present scale of 
benefits. 

And this bill provides an increase in those benefits, not counting the 
social security, I mean, of 50 or 100 percent. 

In other words, for an average officer. Now, for an enlisted man 
the increase will be somewhat less. But with an officer with 4 years, 
I think an officer with 4 years or more of service gets approximately 
$150 of gratuitous survivorship benefits under this bill. 

That is an increase of $40, or 40 percent, and then it ranges up to 
about over 100 percent increase. 

And we feel that that is too great an increase. 

Mr. Bares. It also goes down under FECA. 

Mr. Grayson. Pardon? 

Mr. Bares. By eliminating FECA it also goes down considerably. 

Mr. Grayson. Fora certain group. But, of course, the percentage 
of people who actually are drawing FECA benefits it is not too great. 

The only ones that are getting that are those reservists who actually 
died as a result of their active duty. 

Mr. Kran. May I interrupt? 

Do you then go along on the theory Mr. Holden had, what I men- 
tioned seemed to be the basis of his theory, that we ought to raise the 
base a little, and have a smaller percentage of increase so that these 
officers would not get as much ? 

Mr. Grayson. No, sir: we think that the differential is quite rea- 
sonable. 
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Mr. Kean. You are saying that the enlisted men don’t get as much 
an increase, but that the officers do and you are complaiming about 
that? 

Mr. Grayson. No. What we are complaining about is that the 
whole scale is a little too high. We think that either the $100 should 
be lowered somewhat or the percentage cut down from 15 to about 10. 
We think that the overall benefits create a level of benefits which is too 
high. 

Mr. Kean. You think it is for the enlisted man, too. 

Mr. Grayson. Yes, sir. 

There not so much so as for the officers, But we think for enlisted 
men it is somewhat. We would be agreeable to maybe change $100 to 
2 minimum of $110, or even $120 as a minimum. But we think from 
there on the scale is a little too high, and should be scaled down. 

Mr. Kean. It doesn’t go up very high for the enlisted men. It goes 
from $100, to E-7, top, $109. That is not so very far off from what 
you are talking about. 

Mr. Grayson. I agree. For the enlisted men it is not much out of 
line. It is more for the commissioned personnel- 

Mr. Kran. What you are suggesting could be corrected if you 
didn’t have the 15 percent or had the 10 percent or something like 
that? 

Mr. Grayson. Yes, sir. 

Mr. Kean. You are going along with Mr. Holden in some respects? 

Mr. Grayson. We agree there should be a differential. 

Actually, the differential between a junior officer and a senior one 
is the equivalent of about $20,000 in benefits. We don’t think that 
is excessive, for a differential. It is just that the whole—if that were 
the only benefit paid for in any way by the Government, then it would 
be nominal. But when you add to that social security full coverage 
and even though the Government is acting as an employer, neverthe- 
less, it is still the Federal Government that is paying the contribution. 

And furthermore, we have never been convinced in our own minds 
that social security is going to remain a self-supporting institution. 

Mr. Harpy. Are you going to discuss this pretty thoroughly in the 
statement which you are going to submit ? 

Mr. Grayson. More or less, sir; yes, sir. 

Mr. Harpy. I would like if you are going to give this a pretty good 
treatment, maybe we could pass on unless Mr. Kean or Mr. Bates or 
Mr. Kilday has something further. 

Well, we are glad to have your thinking on that subject, and we 
will be glad to have your statement treated more fully. Now, I said 
you had 1 or 2 you were going to disagree with. 

Mr. Grayson. There is just one other point, sir. 

On page 49 of the committee report, section 623 (a). 

That provides now that any person in the active service who has 
surrendered his Government insurance for cash in order to get the 

tuities indemnity has only until May 1, 1956, to either reinstate 
the old policy or to app for a new policy. 

Do you find that, Kilday! 

Mr. Kirrpay. Yes. 

Mr. Grayson. Now, a t many men in the Armed Forces, par- 
ticularly the commissioned personnel, took advantage of the provision 
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in Public Law 23 where they could surrender their Government insur- 
ance with the assurance that within 120 days of discharge they could 
either reinstate their old policy or purchase a new one exactly like it 
in amount and kind without medical examination. 

Mr. Carnes. At the attained age. 

Mr. Grayson. At the attained age; that is right. 

They did that upon the promise of the Government. 

Many of them that did that took the proceeds of their Government 
policy and put it into a mortgage or paid off part of their home, or 
they put it into some other permanent form of investment or in some 
cases they possibly spent it for an automobile. At any rate, it would 
be extremely difficult for the great majority of those to recover that 
money now, to reinstate their Government insurance. 

Now, a great many of them had planned that by the time they retired 
they would be able to recover that money through either additional 
savings or having their mortgage paid off, or having their investments 

aid off. 
: But it is going to make it extremely difficult for them to recover 
that money now with a few months’ notice to reinstate their policy. 

Furthermore, a great many of those people who surrendered their 
Government insurance took the premiums that they were saving and 
applied those premiums to the purchase of commercial insurance. 

For them now to have to reinstate or buy back or apply for new 
insurance, by May 1, 1956, it is going to be necessary for them in many 
cases to surrender those policies which they have recently purchased 
from commercial companies. 

It is our philosophy that the Government would be much better off 
if it would permit those individuals who have surrendered their Gov- 
ernment insurance for cash to have the same privilege which they 
have now under Public 23, to apply for a new policy at retirement or 
within 120 days of retirement. 

Now, we are just as anxious as anybody, perhaps possibly more so, 
to get the Government out of the insurance business. But we think 
that there will be a fewer number carrying Government insurance if 
they can wait until retirement than if they have to do it now. 

If they have to do it now, they are all going to jump right in and 
do it, in one way or another, even to the extent of surrendering some 
of their commercial insurance. 

But if they don’t have to do it now or can’t do it now and can do 
it upon retirement, when that time comes many of them won't do it 
at all. 

One reason will be that a lot of them will take advantage of the 
Contingency Option Act, at that time, and there will be no need for 
reinstating or buying a new Government policy. 

So we think that in the long run, that not only the military person- 
nel themselves will be much better off not having to reinstate their 
policies at this time, or by buying new ones, but that the whole insur- 
ance program will be better off. And therefore, our recommendation 
wate be that that particular section be deleted and that the present 

rovisions be maintained whereby an individual who has surrendered 
fia Government insurance for cash can either reinstate that policy 
or buy a new one like it within 120 days of retirement. 
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Mr. Carnes. Mr. Grayson this picture is quite complicated but it 
is one that I think the committee 1s thoroughly familiar with. 

At the present time, on figures that we secured from the Veterans’ 
Administration, there are 860,000 policies of men in the service today 
who have their policies under waiver. 

When the Gratuitious Indemnity Act came in, they put the in- 
surance they were paying for under waiver and took advantage 
of the gratuitious indemnity. 

Of those 860,000 policies if any of them mature, the persons who 
have those policies under waiver, their beneficiaries have the right 
to elect any of the settlement options under NSLI policy. You under- 
stand ¢ 

Mr. Grayson. That is right. 

Mr. Carnes. I am sure you further understand that of those 860,000 
policies under waiver that if any of those policies matures while a man 
is in the service, then the Federal Government reimburses the NSLI 
fund or USGLI fund for practically the face amount of that policy, 
less the reserve. 

Mr. Grayson. That is right. 

Mr. Carnes. They treat it practically as though it were an extra- 
hazard death, all of these 860,000 policies under waiver today. 

Mr. Grayson. Yes. 

Mr. Carnes. Of those 860,000 policies, in addition to the fact that 
all deaths occurring within that group are treated as extrahazard 
which is an extra cost to the Federal Government, there are only ap- 
proximately 90,000, just ninety-thousand-some-odd figure, 173 or some- 
thing like that, of those 860,000 policies that are permanent plan 
insurance. 

The other 770,000 are 5-year term policies. Now, the reason for 
this language in the bill was that the committee did not want the 
Government to assume paying off the deaths that would occur within 
that 860,000 group out of Government appropriations into the NSLI or 
USGLI fund. So they felt that if they went back on a paying basis, 
that they would have to pay the extrahazard deaths as the contract 
provides, but at least, the fund would be absorbing the normal deaths 
during this period of time which they would not be absorbing if the 
policies are under waiver. 

So that in part is the background of why the committee made this 
decision. So, of the policies you speak there are only 90,000 perma- 
nent policies under waiver, and 770,000 term-plan policies under 
waiver. 

Mr. Grayson. I appreciate fully your remarks on that, Mr. Carnes. 
_ I wish, like Job, I had the ability to make myself better under- 
stood. 

We are in 100-percent agreement with that phase of the bill that 
you referred to, insofar as those policies are concerned. We are con- 
cerned only with those policies which have already been surrendered 
for cash. 

Mr. Carnes. Just one minute on that. 

Mr. Bland, did you want to make a statement here? I notice that 
you ae up a little bit. Do you want to clarify some of the testi- 
mony ? 

Mr. Buianp. I didn’t want to intervene. 
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I think the gentleman is about to explain again exactly what he has 
in mind. He didn’t have in mind the cases that are under the 622 
waiver, but he had in mind those cases that have surrendered their 
policy for cash pursuant to section 5 of the Indemnity Act and who 
are given a right to reinstate those policies or take out new policies 
within 120 days after the end of their active service. 

Mr. Harpy. Do you know how many of those there are ? 

Mr. Carnes. Approximately ? 

Mr. Buanp. No, sir. I can get that. I don’t know at the moment. 

Mr. Harpy. It couldn’t be a very large number. 

Mr. Buanp. I don’t think very many. 

Mr. Grayson. Proportionally, the number would not be great. 
But it is sufficient so that you had to have a special provision in the 
bill for that. We simply delete that provision. 

Mr. Carnes. Do you agree with the committee that for those 860,000 
policies under waiver that were not surrendered, that payment on those 
should be resumed ? 

Mr. Grayson. 100 percent, we agree with you, right down on the 
line on that. 

Mr. Carnes. I think it was the intent of this provision primarily to 
get those people back on a paying basis. 

Mr. Harpy. I think you have this kind of a situation. Actually, 
the provision now requires that they must take them up within 120 
days after leaving the service. I think that is the present status. 

r. Carnes. That is correct. 

Mr. Harpy. All right. I think the committee was of the opinion 
that in most cases they would be able to take them up just as well now 
as they would 120 days after they got out. 

Mr. Grayson. That would be true. 

It is true on the term policies, no question of that, because the 
amount involved is so small, the premium is only an average of $7 or 
$8 a month. 

Mr. Carnes. We are talking about two different things, I think, a 
little bit. You are talking about surrendered policies. I am talking 
about these 860,000 policies under waiver. 

Mr. Harpy. Let’s get back to the surrendered policies. 

Mr. Grayson. That is all we are talking about. 

Mr. Harpy. Actually, the present law requires that if the indi- 
vidual wants to get that insurance back in force he has to pick it 
up within 120 days after he gets out of the service. 

Mr. Grayson. That is right. 

Mr. Harpy. Now, the feeling of the committee was that we would 
be in a right awkward sort of a situation to permit that to continue 
on, and in addition provide the benefits under this bill which take 
into account an indemnity feature, I mean that is included in our 
development of the compensation, it is compensation and indemnity 
together, and permit that individual at the same time to have the 
Government in effect be carrying the premiums on the permanent plan 
NSLI policy which he is permitted to reinstate after ™ gets out. 


In other words, we are going to give him the same provision now 
to reinstate it within 120 days with the thought that he would be 
just about in as good a shape to do it now as he would 120 days after 
he got out of the service. 
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Mr. Grayson. That is the point we don’t feel is accurate. 

Mr.. Harpy. What you are afraid of is that he is going to cancel 
some insurance. 

Mr. Bares. Mr. Grayson has already said that. 

Mr. Harpy. I don’t know how much basis there is for your fear 
that an individual, when he surrendered his NSLI policy for cash 
would turn around and in very many cases buy commercial life insur- 
ance to take the place of it. 

Mr. Grayson. A great many of them have done that. A substantial 
number of officers have done that. 

Mr. Harpy. Surrendered their NSLI policies for cash and then 
took up a commercial insurance. 

Mr. Grayson. That is right. 

They surrendered their NSLI policy in order to do two things. 
First of all to give them a certain amount of money, in many cases, 
to pay off on a mortgage or a down payment on a house or some such 


purpose. 

‘And then to take the extra pra which they thereby saved and 
putting that into commercial insurance to increase their total pro- 
tection. You see the last few years, as you know, the commissioned 
personnel have been rather up against it financially. 

The old days when the servicemen were plutocrats are gone, the 
have had such a little increase in pay since the war, not nearly aoa 
to correspond with the increased cost of living, and a great many of 
them have wanted additional insurance and couldn’t afford it. 

So that Public 23 gave them a means by which they could increase 
their insurance protection without additional outlay. And a lot of 
them took advantage of that opportunity. 

Mr. Carnes. Let me ask you this, the gratuitous indemnity came 
into effect in 1951. That has been a 4-year period. 

Mr. Grayson. Yes. 

Mr; Garnes. Now, if a person took out a commercial policy in 1951 
or 1952, or even early 1953, isn’t it true that after you hold a commer- 
cial policy for as much as 2 years or 3 years, that you sometimes lose 
by switching from one to the other ? 

I mean, if these people had taken out the last 6 months or a year’s 
time I think your argument may be true that they would drop that 
policy. 

But once a person has got it at a 4 years younger age and has that 
nes invested and, do you think it is a very real danger he will change 
over ? 

Mr. Grayson. Mr, Carnes, if you were talking about surrendering 
a commercial policy with company A in order to buy another policy 
with company B I would say you were 100 percent correct. 

But that NSLI is so far and away superior, because of its hidden 
subsidies, to anything that the commercial industry can produce, that 
regardless of the length of time that a man has had a policy he is 
better off to drop his commercial policy and reinstate or buy a new 
Government. policy. 

Mr. Harpy. The thing I can’t quite understand, Mr. Grayson, I 
can see where the waiver of premiums would give an individual in the 
service an opportunity to take the premium payments that he has 
previously been making and apply it on commercial insurance and 
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build up his insurance estate. I think that undoubtedly would be a 
very valid point to raise. 

However, he doesn’t—he doesn’t take the cash he received from 
surrendering his NSLI policy and apply that on a premium on a com- 
mercial insurance company very 0 

Mr. Grayson. No; he hasn’t done that. 

You mean the cash value of the policy? 

Mr. Harpy. Yes. 

Mr. Grayson. No; he has put that in most cases into some form of 
investment. 

Mr. Harpy. So actually this business of reducing his ability to carry 
or to continue to carry his commercial insurance would relate more 
to the premium waiver than it would to the cash surrender proposi- 
tion, wouldn’t it ? 

Mr. GRAYSON. Well, the only thing the cash surrender part of it 
would be the difficulty of reinstating his policy. You see, he has two 
— now under this proposed legislation. One is to reinstate his 
old policy. Well, that is out because he won’t have the money avail- 
able to do that. 

That is my point on what he has done with the money. 

Mr. Carnes. When you say reinstate do you mean go and pay back 
for that 4-year period so that he can pick it up at the same age, and 
same rate? 

Mr. Grayson. Yes. : 

This bill has very properly the provision all he has to do, a man has 
a policy that he bought, let's say, in 1942, and it had a cash value of 
$2,000. So he surrendered that policy, took the $2,000 and applied it 
on payment of his mortgage. Now, if he wants to, under the bill he 
can pay the present cash value of that old policy 

Mr. Carnes. Which may be $2,500. 

Mr. Grayson. $2,500 today, and get back that same old policy. 
Now, where is he going to get the $2,500? It is buried in his mort- 
gage—— . . 

Mr. Carnes. Can’t he get back the same old policy by assuming the 
— at the then attained age? 

Mr. Grayson. That would be a new policy. 

Mr. Carnes. But isn’t that right provided ? 

Mr. Grayson. Yes; he can do that. 

Mr. Carnes. So therefore, he wouldn’t have to cancel out anything 
if he felt that he could take the additional insurance ? 

Mr. Grayson. That is right. 

Mr. Carnes. He may be able to keep your policy. 

It is true that the premiums, because he is 10 or 15 years older, may 
be stepped up higher than the premiums on the policy he has cashed 
in, but it is further true that he had the advantage of that lump sum 
cash settlement which he received. 

Mr. Grayson. That is correct. 

Mr. Carnes. I am sorry, I misunderstood you right at the begin- 
ning and confused the point you were making with these 860,000 cases 
under waiver. 

But I do want to ask this question. 

Do you likewise feel that if you require these 860,000 people to 
resume their payments of premiums under National Service Life 
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Insurance for the reasons I outlined to you, do you think that is going 
to be a deterrent to the commercial life insurance business? 

Mr. Grayson. No; I don’t. 

Because the amount involved is a very small amount. The addi- 
tional payment that the individual will have to take up there will run 
on an average of about $8 a month, at the most. 

Mr. Carnes. The net cost is even smaller than that when you con- 
sider the dividends paid? 

Mr. Grayson. That is right. 

Without considering dividends it is a small amount. 

It is not worthy of much consideration. 

Mr. Carnes. So you think it was highly appropriate for the com- 
mittee to recommend that these 860,000 policies ance waiver that they 
resume premium payments on those policies as this new bill comes 
into effect. 

Mr. Grayson. I think the committee showed some of the wisdom 
of Solomon. [Laughter.] 

hir. Harpy. I don’t know how serious this other problem is that 
you raised but I do want to get the number of cases of where there 
has been a permanent plan surrendered for cash by people who are 
still in the service. 

It would have to be in service cases. You say you can provide that ? 

Mr. Brann. I can make a call now if you want to get it pretty soon. 

Mr. Harpy. I don’t think it is very urgent. 

Mr. Carnes. We can insert that in the record at the beginning of the 
session this afternoon. 

Mr. Harpy. And you think that this alternative that he has of 
being able to pick up the same amount of insurance at a higher or at 
a rate based on an attained age would be a rate that would be pro- 
hibitive. 

Mr. Grayson. You mean to do it now ? 

Mr. Harpy. Yes. 

Mr. Grayson. I think it will just induce him to surrender some of 
his commercial insurance. Candidly, I have had a number of officers 
who, upon retirement, have come to me and asked me what they 
should do about their msurance, and I have had to advise them in 
many cases to surrender policies which I had sold them personally and 
buy back their Government insurance. 

There just is nothing in the commercial field that will touch that 
Government policy. 

Mr. Harpy. Can you visualize a situation that would be much im- 
proved at retirement over what it would be while he is on active duty ¢ 

Mr. Grayson. Well 

Mr. Harpy. I mean, with respect to picking it up and paying in his 
reserve 

Mr. Grayson. A great many of them just won’t do it when they 
retire. 

Mr. Harpy. That is just the point. The longer that you extend this 
period of time, the greater amount he is going to have to pay in the 
reserve, isn’t that correct? 

Mr. Grayson. But at retirement a great many of them will sim- 
ply figure that they have enough other protection for one reason or 
another. Or many of them will get outside employment. And : 

65018—55——35 
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great many of them make a lot more money after they get out of the 
service than they did in, 

Mr. Harpy. Your thought is that if you ETS them the right to pick 
it up after their retirement that more of them will drop it and er 
the commercial insurance and if you insist on it now that they will 
drop the commercial insurance and pick this back up. 

Mr. Grayson. That is exactly my point. 

Mr. Harpy. I hadn’t thought of it in just exactly that light. But 
we will turn that over in our heads a little more. 

Mr. Carnes. I think Mr. Bland of the Veterans’ Administration 
has one observation on this particular section that he should make 
right now. 

Mr. Buanp. This is only a legal observation, let us say, not getting 
into the policy on the section 5 surrenders, 

But we have had some serious question in our mind as to whether 
or not it would be such an impairment of the contract rights of these 
individuals to accelerate the 120-day period, as this provision of the 
bill might be unconstitutional and invalid. 

We wanted an opportunity to suggest that perhaps you had better 
put it on all fours with the present law as to those now under sur- 
render and give them the full 120 days after they have separated 
from the service to reinstate or take out the new policy. 

Mr. Harpy. That just supports Mr. Grayson’s position, that makes 
his position that much stronger. [Laughter. ] 

Maybe that will help us arrive at a conclusion which he would 
approve of. 

Mr. Grayson. Thank you very much for your courtesy. 

Mr. Harpy. Thank you. And you are going to submit to us a 
statement ? 

Mr. Grayson. Yes, in the next couple of days. 

Mr. Harpy. That is fine. 

Certainly do thank you, Mr. Grayson. 

Mr. Grayson. Thank you, sir. 

Mr. Harpy. Colonel Chambers, Reserve Officers’ Association. 

We are glad to have you with us this morning. I see you have a 
prepared statement. Again we will have a chance to follow it along 
with you. We are running a little bit behind. But maybe we can 
catch up. 


STATEMENT OF COL. JAMES CHAMBERS, ASSISTANT EXECUTIVE 
DIRECTOR, RESERVE OFFICERS ASSOCIATION 


Colonel Cuampers. Thank you, Mr. Chairman, I will certainly pro- 
ceed with one eye on the clock. 

I am Col. James Chambers. Colonel Boyer is over at the Senate 
working on the extension of the draft bill, and that is why he is not 
here, Mr. Chairman. 

The Reserve Officers’ Association appreciates the opportunity to 
comment on the committee print presently before you. We wish to 
compliment the committee and its staff as well as those individuals 
from the executive branch who have worked on this problem and who 
have helped develop this proposed bill. 
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Undoubtedly, there will be many points of difference as to detail. 
However, from the standpoint of the objectives to be attained and the 
broad principles to be followed, this association believes that the com- 
mittee has come up with a solution which should be generally accept- 
able to all affected groups and individuals. iit 

Generally speaking, certain broad objectives of the association are 
well met by this legislation in its present form. 

First. of all, it meets the test of making more simple the various 
administrative steps that are required of dependents in order to se- 
cure the benefits of the legislation. The present labyrinth of laws 
and regulations dealing with this subject are too complex for the 
average individual to solve. This proposed bill materially improves 
that situation. 

Second, it meets the test of giving more realistic benefits to survivers 
over a continuing period of time. While it is true that in certain 
individual cases, and in particular the repeal of those laws which 
certain reservists under the Federal Employees Compensation Act 
there may be reduced benefits. However, it will give those reservists 
not covered by that act and all reservists in time of war a better cover- 
age than they have had heretofore with materially improved benefits 
to their survivors. It must be borne in mind that the present Federal! 
Employees Compensation Act coverage for reservists was limited to 
certain of the services under extremely restrictive conditions and these 
only in peacetime. Therefore, the Reserve Officers Association is will- 
ing to support those phases of the bill covering the amount of benefits 
to be paid, and, subject to our later remarks, to the coverage given to 
individuals. 

Third, it meets the test of establishing a relationship between the 
amounts earned while living to the benefits that will accure to de- 
pendents. The association Pa always supported this principle. It 
applies in the same way that applies to normal insurance plans that 
one finds in private life, in industry, and the survivor benefits under 
the Federal Teaihavets Compensation Act. In practically every case 
known to us, the amount a man’s dependent receives is tied in with 
what he himself has put into it. Whether it is in the form of an in- 
surance premium deduction from his pay toward a contributory plan 
or the position he has achieved under a noncontributory plan, then 
benefits are based on the man’s contribution while he was alive. 

These and many other objectives of the association are encompassed 
within the proposed bill as we presently understand it. 

There are, however, certain specific details that we would like to 
call to the attention of the committee. Existing legislation has always 
intended to cover a reserve while on full-time active duty, active duty 
for training, and during inactive duty training, with or without pay. 
It is our understanding that the committee intends that this condi- 
tion continue. There has, in the past, been some question raised in 
interpreting the laws which have ia assed by the Congress as to 
whether or not travel to and from any of these duties is covered. Re- 
cent decisions of the Court of Claims have seemed to resolve that ques- 
tion so long as there have been specific orders issued covering the time 
in a travel status. However, this committee should spell out clearly 
and distinctly in the law and in the committee report that it intends to 
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cover reservists while going to or coming from their duties so long 
as their death does not result from their own misconduct or negligence. 

It must be borne in mind that within the Reserves, and particularly 
those in an inactive training duty status, that more and more the 
locale of the training is found to be far removed from the residence or 
place of work of the members of the Reserves, and therefore they have 
to attend their drills. In the case of the National Guard, their mem- 
bers are required to perform their duties. In the case of the Reserves, 
the Universal Military Training and Service Act in section 4 (d) 
(3) places an 8-year obligation on all members of the Armed Forces 
and specifically states in that subsection that it shall be, excepting in 
the case where the appropriate service Secretary determines that— 
an undue personal hardship would result * * * be the duty of such members to 
enlist, enroll, or accept appointment in, or accept assignment to, such organized 
unit or officer training program, and to serve satisfactorily therein. 

Now you, gentlemen, are well aware of the increasing concern we 
have about our Reserve forces. You know the present conditions of 
iegislation on this subject designed to make the requirements even 
more stringent in order to meet the security requirements of our coun- 
try. Even without this proposed law, and I refer there to the National 
Reserve plan, the requirements for satisfactory service are clear and 
unmistakable. Furthermore, as a practical matter the trend is toward 
weekend training which will permit reservists from the more rural 
areas to proceed to central points where they can participate in week- 
end training. This throws a requirement for travel and exposure to 
accidents on reservists in a degree never heretofore contemplated in 
our Reserve program. Certainly, death resulting from such travel 
should be covered. 

We are well aware of the many surface objections that are raised, 
and, most usually, they stem from some fear of abuse of this bill we 
are talking about. We submit that seldom would an individual abuse 
this law solely for benefit of his survivors. 

Other objections run to the fancied administrative difficulties in- 
volved. There should be so few deaths in these cases that the absence 
of volume is a good answer to this argument. Furthermore, thé ad- 
ministrative determination in these cases would be the same as for any 
death in the military service. They must all be the subject of a board 
of inquiry or investigation. 

Furthermore, they should be covered irrespective of whether or 
not specific orders have been drawn to cover specific travel. Rather 
the general requirements that require the individual to travel should 
be the governing factor. If, through the administrative inquiry that 
is made concerning any death in the regular or Reserve establishment, 
it is determined that there was no reasonable doubt as to the necessity 
for the travel and that it was not as a result of his own misconduct 
or negligence, then the claim should be allowed. 

We would like to point out that there appear to be differences in 
the definitions that govern the various titles. It would appear to us 
that simple amendments could bring about uniformity within the 
titles. Certainly it must be made clear that a “member of a uni- 
formed service” includes the Reserve components thereof, and in all 
cases to specifically define not only “active duty” and “inactive duty 
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training” but also in all cases “active duty for training.” Further- 
more, it should be made clear that the coverage includes “necessary 
travel to and from any of these duties” with any exclusion that the 
committee, in its wisdom, decides to write into the bill. 

Subject to these remarks and with the repetition of our willingness 
to assist your staff on any of the detailed items that we have discussed, 
we earnestly urge that the bill be perfect and introduced as expedi- 
tiously as possible. The association will do all in its power to secure 
its enactment into law. 

Thank you. 

Mr. Harpy. Thank you, Colonel Chambers. You have brought up 
the problem that the committee has wrestled with considerably, too. 
We Mars had a lot of discussions on that particular point. 

Colonel CHampers. Mr. Chairman, I have some understanding that 
there have been strong differences of opinion within the committee 
and a lot of discussion on this point. And I welcome the opportunity 
tostress itif Ican. When Public Law 108 was enacted, Mr. iirnan, 
back in the 8ist Congress, as I recall, I had the chore in the Senate 
of handling that legislation, preparing it. Frankly, I think I did a 
very poor job. You will eal that there were many instances follow- 
ing World War IT in which we reservists beginning to get back into 
the swing of training had accidents which led to death or serious de- 
fects, and the laws covering them were very inadequate and spotty. 
We found very little sentiment—and I am speaking now as an em- 
ployee of the Congress at that time—to actually do anything about 
it until we had a case down in the South where the National Guard 
was gomg down to shoot on the rifle range on a Sunday. The com- 
pany commander asked—not ordered—a group of boys to go down the 
preceding day and get the range into shape. On the way down, as far 
as the evidence was adduced, they had a wreck in which 1 boy was 
killed and 1 was seriously hurt. That began to stir up some interest 
up here because there was nothing that could be done for any of those 
at that time. The Comptroller General ruled against the case. We 
still didn’t do anything in the Congress, until one of our very fine 
Members of Congress was killed in a crash on a training hop. Now 
we passed 108 and we tried to do it by the simple method, Mr. Chair- 
man, of spelling out for the first time that a reserve on tours of duty 
of less than 30 days was covered precisely the same as a regular. We 
also recognized that we had to differentiate sharply between injuries 
resulting in death or accident or disease. So we maintained the 30-day 
limitation for that type of case. , 

Well, to repeat, I don’t think we did a very good job, because we 
should have tried to have spelled out both in the law—more specifi- 
cally—that the cases which led to the enactment of the law were 
actually covered. Because immediately the Comptroller General began 
to rule adversely on what is loosely called portal-to-portal coverage. 
It was further clouded by the fact that following enactment of 108, we 
had employees’ compensation—sorry, a new compensation bill for the 
military services and included in that you will recall was a complete 
redo that was worked out for the retirement system. 

And we began to approach within the retirement system certain of 
the requirements of the Federal Employees’ Compensation Act, with 
its line of duty interpretations. 
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Now, there is no question at the present time and I can quote a great 
many cases and I certainly will not take the attention of the com- 
mittee—I perhaps will give one example, where people are driving in 
their own cars, 100, 125 miles or whatnot to this weekend training 
proposition. It is particularly true in aviation where they move long 
distances. A specific example that was called to my attention about 8 
months ago took place out in Los Alamitos, Calif. A naval reservist 
drove in 127 miles to his weekend training; nothing happened. He left 
the post, hadn’t gone more than half a mile until his car was hit by a 
truck and he lost a leg. Technically that boy had no coverage or 
protection of any kind. The Navy, however, practically took him in 
and took care of him until he was able to go back home. But in the 
meantime, he couldn’t be carried on a pay status and in pretty bad 
shape. What we are talking about in this bill are the deaths resulting 
from this thing and they should be a mere handful. 

Mr. Harpy. I want to give you one illustration that came up during 
the course of our discussion of this and see what the answer to it is. 
I am sure you must have one. A comparison was made between a 
situation under which a Navy plane might pick up reservists on their 
way down to training. I believe in that case if an accident happened 
to him they were considered to be under orders and were consequently 
on active duty. 

If an individual left the same place 2 days before on his way to 
training and decided that he was going to—was on his way down to 
the same weekend operation, he was going to combine a little business 
and pleasure, so he makes a detour and goes by the beach to spend a 
pleasant evening on his way. And he gets into an accident and loses 


his life one way or another. Now how do you handle that situation ? 
Colonel Cuampers. I am glad you brought up that particular ex- 
ample, because I have groped with that particular one. One of the 
best friends I have and one of the most respected members of the staff 
and I discussed this many times. If I may add one other example 
and then discuss them both together—I use the example of a man who 
leaves his drill and on the way home, DATRODE, might stop at what we 


say a beer joint and becomes embroiled in a discussion which leads to 
fisticuffs, and he gets hit over the head with a beerbottle and is killed. 
I think what we are going down to is the rules of the administrative 
inquiry leading to a determination of (1), whether or not the travel, 
and I think it should be spelled out in the law that it is necessary, that 
the travel was necessary. In other words, he was actually going to— 
this naval officer or naval fellow that you referred to had left the beach 
where he went down on pleasure and was now proceeding to a drill. 
There is nothing that requires he left his home. There is nothing 
requires he left his office or the beach resort. 

Mr. Harpy. What you are saying is that unless he was on his last 
leg of his trip he wasn’t covered ¢ 

Colonel Cuamsers. That would be certainly my 

Mr. Harpy. I don’t know how in the world you would arrive at a 
determination on that. Maybe he is late leaving home; he wants to 
arrive early next morning, so he spends a night 

Colonel Cuampers. If I may say, sir, not to appear to be unduly 
argumentative on this 

Mr. Harpy. I am just trying to understand your thinking. 
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Colonel Cuampers. I mean on my part, sir. 

I have had to unfortunately at times in the service conduct a board 
of inquiry or investigation leading to the death of reservists—sorry, 
marines. They might have been reservists or might not, and you have 
to look at the circumstances in each case. In this I am talking about 
somebody who would be covered by the law, he is on full-time duty. 
Now, if you determined in there, sir, that he had nae left the 
place where he was at a reasonable time to go to a drill which he is re- 
quired to make, then it would appear to me that the board of inquiry 
would properly make a finding that this was necessary travel and 
not as a result of his own misconduct, which is required in present 
law, and not as a result of his own negligence, which is required by 
present law. If you find, for instance, sir, as we frequently did, a 
case of a man who was driving greatly in excess of the speed limits 
or under the influence of intoxicating liquors and so on, subject always 
to the human weaknesses that might be in a board of inquiry, why 
they usually found this man was not covered. Perhaps they got a 
little sberal, 

I know, Mr. Chairman, and I am willing to conclude on this point, 
| know that we are going to have to require reservists to carry this 
travel, carry it out. Fone that most of them will be driving in their 
own cars, some will be in Government transportation. I think that 
will be the exception rather than the rule. And I know that the re- 
quirements are going to be tightened up to keep boys coming to drill. 
We want this, we must have it. Therefore, it would appear that as 
long as he meets the criteria that exists in present law, no misconduct, 
and so forth, perhaps whatever restrictions you want to put in to try 
to establish a definition as to necessity for that travel, I think we can 
solve this problem. 

Mr. Harpy. I think that is where the difficulty comes. I think the 
committee is in sympathy with that view and is trying to find a solu- 
tion which is practical. But like some of these others we haven’t been 
able to find it up to now. 

Mr. Bates. Mr, Chairman, I have a meeting downtown shortly. As 
you indicated, I think the committee is in sympathy with what Colonel 
Chambers has indicated. I hope you can work with counsel to try to 
come up with some language. 

Colonel Cuampers. I do have some suggestions, Mr. Bates, which 
I will be happy to offer. 

Mr. Kran. Colonel, in the employees’ liability acts of the various 
States, is the fellow who leaves his home to go to work in Ford Motor 
Co., is Ford responsible for any accidents on the trip? 

Colonel Cuampers. No. I would think that probably he would not 
be. Unless there was a special arrangement. 

Mr. Kean. What is the difference? 

Colonel Cuampers. There is considerable difference, sir, in that 
we are required in this military service proposition, we are placing a 
requirement on him to be there over and beyond the requirement of 
earning a living at the Ford motor plant. That would be the simple 
difference tome. This is something really we are trying to get either 
with or without pay out of our reservists. 

Mr. Carnes. Colonel Chambers, you don’t have any figures at all 
in the experience of the Reserves in the last 8 or 10 years as to how 
many people would be involved ? 
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Colonel CHampers. We made in 1948 a rundown on the deaths that 
occurred. Bear in mind that was just not travelling to and from, but 
the total deaths that occurred in aviation. That is the only place 
where we came up with a figure, as I recall. Mr. Kilday may remem- 
ber. That is 33. 

Mr. Carnes. That is training deaths, more so than portal to portal? 

Colonel Campers. It would be possibly a composite. My own esti- 
mate, if we had a Ready Reserve of 2,900,000, and speaking to the 
deaths that would fall into this category, I doubt seriously in any 
year we would have in excess of 50, unless there was a major ac¢ident 
of some kind. 

Mr. Carnes. The essence of your testimony is that you support the 
committee’s bill but you hope very strongly that they will reconsider 
this portal to vortal, as you phrased it 

Colonel CuAmpers. Certainly we support the bill and the principles 
you have laid down. We are going to support it. But I would hope 
that vou would reconsider and write into this bill 

Mr. Carnes. You mean the committee? 

Colonel Crampers. The committee—the necessary amendments. 
Because actually, I go back to Public 108 when it was enacted, it was 
the expectation of the Congress—if a staff man can interpret the intent 
of Congress—to try to cover that type of case. 

Mr. Carnes. On those types of cases, have you noticed in your offi- 
cial capacity many private bills for the relief of those people? 

Colonel Cuampers. I am sorry, I can’t speak on that. 

Mr. Carnes. All right, sir. 

Mr. Kripay. How about the reservist who would be going to an 
armory in his home town, from the time he left home to go to the 
armory or from the armory home? 

Colonel Cuampers. I think I go back to the solution I am groping 
for here and that is that it gets to the question for the necessity of 
travel. Yes, if he were required to go to that armory. Let’s say he 
was even walking down, and crossing the street, and through no negli- 
gence of his own, he was killed. I think what we are talking about is 
we are using examples that probably will not happen to perhaps 
adversely affect the cases that will happen. Where we are really 
having these things is long-haul automobile cases, that is where most 
of them have come, that I have had knowledge of. There may be 
others. 

Mr. Kitpay. Of course, your reference to its being subject to abuse, 
I agree with you nobody is going to get killed in order to benefit his 
survivors—— 

Colonel Cuampers. I think a part of the surface objections that 
appear to this principle stem from the old fear of abuse where physi- 

cal disability retirement was concerned, Mr. Kilday. 

Mr. Kinpay. In other words, where he was actually that particular 
day going to the armory, not as to whether he was hurt while going 
to it. 

Colonel Cuamsers. Yes. 

Mr. Harpy. I will tell you what. if you work out some language 
which will accomplish what you are talking about, that is at the same 
time practical, the committee will certainly give it some very careful 
consideration. 
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Colonel CHampers. Thank you. I will be happy to work with 
Steve on that. I would also like to ask that Russ Blandford sit in on 
ihis. 

Mr. Harpy. This committee has gotten such help out of Mr. Bland- 
ford as we could get from time to time. We certainly have no objec- 
tion to your doing that. He stays reasonably busy with his own affairs 
around there. But the fact of the matter is if you can get a little 
more help out of him on these other provisions, why 

Colonel Cuampers. Thank you, Mr. Chairman. 

Mr. Harpy. Thank you. We certainly do appreciate your helpful- 
ness. 

That will conclude the hearings for this morning and we will ad- 
journ now, to reconvene in this room at 2 o'clock. 

(Whereupon, at 12:15 o'clock p. m., the committee adjourned. ) 





AFTERNOON SESSION 


Mr. Harpy. Let the committee come to order. 

We are glad to have with us this afternoon representatives of the 
American Legion. I see Mr. Kennedy is here, Mr. Kraabel, Mr. 
Stevens, Mr. Corcoran, and Mr. Mears. 

Will you gentlemen move on up to the table there and make your- 
selves comfortable. 

We are extremely glad to have you gentlemen with us. I observe 
that you do have a prepared statement. Mr. Kraabel, were you going 
to present it ? 

Mr. Kraaper. Yes, sir. 

Mr. Harpy. Fine. Delighted to have you and be glad to have you 
proceed in the way you prefer. 


FURTHER STATEMENT OF T. 0. KRAABEL, DIRECTOR, NATIONAL 
REHABILITATION COMMISSION; ACCOMPANIED BY CHARLES W. 
STEVENS, ASSISTANT DIRECTOR, REHABILITATION COMMISSION ; 
AND JOHN J. CORCORAN, LEGAL CONSULTANT, AMERICAN LEGION 


Mr. Kraapet. Mr. Chairman and members of the select committee, 
we have had quite a wrestling match with this bill, as all the others 
have had. 

Mr. Harpy. We welcome you into the fold. [| Laughter. | 

Mr. Kraaset. And the product of our composite thinking and up 
to midnight-oil studying on this thing is before you and with your 
permission I would like to read that portion of it which is a general 
statement. And then the detailed part of it. We have Mr. Stevens 
and Mr. Corcoran on those parts that they have extracted from the 
bill as to which they would like to make some comments and sug- 
gestions. 

Mr. Harpy. Fine. Go right ahead. 

Mr. Kraasev. First, may I make a few preliminary remarks. As 
the mem ers of this committee well know, the American Legion is an 
association of war veterans. It has its charter from the Congress of 
the United States. Its membership is composed of veterans of World 
War I, World War IT, and the Korean conflict. In the field of veter 
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ans’ affairs it has concerned itself essentially with programs, benefits, 
and services to war veterans and their dependents. 

At the same time our organization has programs and activities in 
other fields, such as national security, child welfare, and economic, 
including social security. It has come and continues to come to Con- 
gress in the interest of maintenance of adequate national defense and 
provisions for children and families of those in service. 

Recognition of a state of war or a state of peace has been more diffi- 
cult since World War II, and particularly since the Korean conflict, 
than it was following World War I. The continuous and arduous 
efforts made by our Government to assure a realistic peace have our 
attention from day to day. One of the big factors in this struggle 
is the maintenance of adequate Armed Forces for the security of our 
country. The Government, through its executive and legislative 
branches, feels it is essential to continue a minimum Armed Force 
in all branches many times greater than has been considered necessary 
in other periods of peace. The elements in the world situation that 
contribute to this conclusion are generally recognized. 

Under present laws the programs and benefits available to those 
now in all branches of the military service are on a peacetime basis. 
Wartime benefits as such, except under certain circumstances, were 
terminated January 31, 1955. 

Now, with reference to the measure before us, we have the impres- 
sion that this is essentially an instrument for peacetime service. At 
the same time we gather from the testimony thus far presented that 
the committee feels that when firmed up the new survivor-benefits 
program should obtain for both peacetime and wartime service per- 
sonnel. The proposal has advantages for the long-time or career 
service members. It also has been commented that when perfected 
and made operative it might constitute an added inducement toward 
a career service in the Armed Forces. . 

Our organization has always differentiated between veterans of a 
war or armed conflict and veterans of peacetime service. We continue 
to observe that principle. Since veterans with only peacetime service 
are not eligible to belong to our association, we do not presume to 
speak for them on a measure like this. However, as long as our 
country finds it necessary to continue peacetime selective service or 
security training we feel that those who are called upon for such 
service are entitled to benefits above and beyond those available in 
civil life. Moreover, since the bill proposes such fundamental and 
radical changes in benefit programs for survivors of veterans, both 
wartime and peacetime, we feel justified in commenting as follows: 

1. The American Legion agrees with the discontinuance of Federal 
Employees Compensation Act coverage over the reservists or any 
segment of the Armed Forces. 

2. The American Legion agrees with the more realistic schedule of 
6 months’ death gratuity, ranging from $800 minimum to $3,000 
maximum. 

3. We regret that the committee has not made some provision for 
an indemnity or insurance program for those in service. 

We are mindful of the fact that the Government entered this in- 
surance field over 40 years ago at the request of private underwriters 
who felt they could not assume the war risk on United States vessels 
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and-eargoes. This was back in 1914. The original act was amended, 
as our country drew closer to war, and finally entered the conflict, 
to include the crews of these vessels, and finally the members of the 
Armed Forces. War risk insurance became United States Govern- 
ment life insurance. The latter was made available to the peacetime 
forees up to October 1940, when national service life insurance was 
enacted. That program in turn continued up to the enactment of 
Public Law 23, 82d Congress, approved April 25, 1951. Then began 
the current program which is being abrogated by this bill. 

At the time of the hearings on the bill which became Public Law 
23, the American Legion stood alone in advocating the continuance 
of the right of Service personnel to contract with their Government 
for insurance. It was discontinued, and an indemnity form and a 
limited type of insurance for service-disabled and others was sub- 
stituted. Now, all of this is to go, except as to the service-disabled 
whose insurability has been thus impaired. It was our feeling at 
the time that gratuitous indemnity was handed the members of the 
Armed Forces in the Korean conflict that eventually it would be taken 


away, 

Mr. Chairman, we would appreciate the opportunity to have our 
chief of claims and others on our staff experienced in insurance mat- 
ters sit down with your staff in an effort to work out some arrange- 
ment for a servicemen’s insurance program. 

We feel that there is an element of boosting the morale of new 
recruits and those entering the Armed Forces for the first time to 
know .that the Government has some type of insurance that can be 
applied for with the privilege on the part of the applicant to desig- 
nate his beneficiary within a permitted class. 

Many of the young men who have gone in and who may be entering 
service in the next few years will have heard from their fathers that 
the Government has an insurance program. They will also have heard 
about the recently enacted Federal Employees Group Life Insurance 
Act of 1954. It will not be difficult to visualize their shock and dis- 
appointment to learn that as of January 1, 1956, and thereafter, should 
this bill be enacted into law, this privilege has been removed. We 
are doubtful that they would consider the revised benefit programs 
in this bill as fully compensating for the loss of an indemnity or in- 
surance arrangement. 

We realize that in suggesting a further analysis of this feature 
in collaboration with your staff, these other features of the bill, such 
as adjusted scale of dependency compensation and participating so- 
cial security, would have to be reconsidered and that delays would 
result. Nevertheless, we think it is worthy of further study and, 
again, Mr. Chairman, we would welcome the opportunity to par- 
ticipate in such a project. 

4. Dependency compensation rates: When we appeared before the 
committee on April 28 we testified in favor of a revised scale of death 
compensation with a base of $100 for a widow and no child, and ad- 
ditional amounts for children, the program to remain under the 
Veterans’ Administration as at present. In addition, we favored a 
service increment of $4 per month for each year of extended active 
service exclusive of the first 3 years. 

The new scale of dependency compensation, with a base of $100 plus 
15 percent of the base pay, results in a more realistic benefit award 





548 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


than currently in effect, and in amounts at little variance with what 
we had proposed. However, we are concerned about the adequacy 
and promptness of settlement for the widows of those in the lower 
grades who have children. We are told that now weight is given toa 
cidaw with minor children in the new table since social security is to 
be weighted in this respect. Do we have assurante that with this 
innovation of joint or hybrid payments by two Federal agencies they 
are going to be made promptly and without confusion and misunder- 
sti unde 
. Dependent parents: We have gathered from the discussions be- 
for: e this committee last April and during the current hearings that 
there is some question as to the actual dependency of parents now on 
the death compensation rolls, and that probably the number is rela- 
tively high for the number of service-connected deaths of individuals 
who served. 

I would like to go on record right now as a service officer with 30 
years’ experience that I can’t recall ever having had a complaint that 
a mother or father of one who died in service, or from a service- 
connected disability, was not entitled to the award the Government 
made, or was getting too much. The Administrator of Veterans Af- 
fairs in a communication to a Member of Congress on May 3, 1950, 
gave the number of deaths in World War IT service as 409,000. That 
was 5 vears ago. The Administrator’s report for June 30, 1954, shows 
265.837 narents receiving death compensation on account of the death 
of World War II veterans. 

The American Legion sees no reason to believe that the number of 
beneficiaries in this class is too high compared to the deaths in service 
and the number of deaths since 1950 from service-incurred disability. 
We deplore any attempt to decrease or discount the benefits flowing 
to the parents of the young people who have gone into service and will 
continue to go into service henceforth. 

The new members of the Armed Forces in the first four grades at 
least come from parental homes. For the most part they have not mar- 
ried and established homes of their own. They leave mother and dad 
to go into service. Quite naturally they think of them as their elosest 
kin and beneficiary. We respectfully submit that a big element. of 
good will and support would be generated for the new program if the 
mothers and fathers of the young people in service and going into 
service could be assured of a reasonably adequate program should 
their sons be taken away and they find themselves dependent upon 
others. 

We feel that the income limitations proposed are too low. We have 
a new schedule, Mr. Chairman, which we feel is more realistie and as 
to which we urge favorable consideration. And that will be discussed 
by Mr. Stevens after I am through. 

6. Social security: The national executive committee of the Amer- 
ican Legion at its annual spring meeting May 4 to 6, 1955, stated as 
item 9 of its resolution 102, copy of which was furnished this com- 
mittee : 

Inasmuch as the American Legion traditionally advocates and supports ade- 


quate programs for war veterans and their survivors, and as the above pro- 
posals— 
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naming the other eight points in our program— 


present an improved program for survivors, we do not recognize a present neces- 
sity for old age and survivors insurance for members of the Armed Forces. 

Since returning from that meeting we have learned from this com- 
mittee and the testimony of experts in the social security field that 
it is proposed that the gratuitous wage credit coverage for members 
of the Armed Forces will be extended for only a limited time; that it 
would have to be eliminated entirely in the very near future; and that 
eventually members of the Armed Forces will be included in the social 
security program on a contributory basis the same as civilian workers. 

After a careful study of all factors available to us and conferences 
with our national commander and national rehabilitation chairman; 
further, in view of our understanding of this measure being prepared 
and introduced for members of the Armed Forces during peacetime ; 
and, third, in view of the fact that we as an organization concern our- 
selves primarily with war veterans and their dependents, we go along 
with this feature of the committee’s bill. 

Mr. Chairman, no attempt has been made in this general statement 
to go into the intricate details of paragraphs and sections of regula- 
tions, laws, and so forth, that are necessarily involved where an en- 
urely new law supersedes and must be reconciled with older statutes. 
However, Mr. Charles W. Stevens, assistant director and chief of 
claims, and Mr. John J. Corcoran, our legal consultant, on the staff 
of the Rehabilitation Commission, do have some questions and pro- 
posals which we feel are germane and constructive. 

By way of summary, we recognize that this proposal : 

1. Does not remove or abridge any benefit or award which the 
survivors of servicemen and veterans of World War I, World War IT, 
and the Korean conflict are now receiving; 

2. It affords them the right of election, with certain exceptions, of 
the higher benefits that may flow from the new law; 

3. It increases the base pay for widows; 

4. It removes Federal employees compensation act coverage over 
reservists or any segment of the Armed Forces; 

5. It increases the minimum and decreases the maximum amounts 
of ‘death gratuity payable to eligible survivors of those who die in 
service, 

Again we respectfully urge an upward adjustment in the annual 
income limitation in determining dependency of parents, and recon- 
sideration of the possibility of some form of insurance program for 
members of the Armed Forces. 

We are very grateful, Mr. Chairman, for this opportunits, for past 
courtesies, and for any opportunity we may have in the future to par- 
ticipate with your staff in the preparation of this most important. 
program. 

Mr. Harpy. Mr. Kraabel, on behalf of the committee I want to 

express our appreciation for this very carefully worked out and con- 
structive statement. 
_ The committee welcomes the assistance of the American Legion and 
its personnel in the development of any aspect of this program. And 
| am awfully glad to know that we can have the assistance of some 
of your people who have been working with these problems for so 
long. 
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With respect to one or two specifics, I would like to check up just 
a little on your thinking. 

On the question of indemnity or insurance aspects, one of the 
thoughts that we had in mind when we worked up a scale of indem- 
nity and compensation combined, was that from an actuarial stand- 
point in most cases that would probably represent a better actuarial 
value to the survivors than the present system, combining insurance 
and other benefits. I believe that that is the situation. 

Now, at one time we had some discussions on a plan that had a sepa- 
rate component. for indemnity. You will recall that there was a 
plan before us which I think you all discussed with us a little which 
provided a $50 per month indemnity approach. 

Mr. Kraasev. That is right. 

Mr. Harvy. Then there was some thought given to the desirability 
of making a portion of this combined compensation and indemnity 
payment more of an indemnity and providing a right of the indi- 
vidual to prescribe or designate a beneficiary. I don’t know—would 
you consider that that approach might be a desirable approach ? 

Mr. Kraapet. We feel that an approach whereby the one who 
serves, especially the new recruit, might have an opportunity to 
exercise the right of designation for some of the award from the 
Government that might be payable in the event of his death in serv- 
ice, would be a good one. 

Mr. Harpy. I have noted particularly your thought that if you 
consider an indemnity as a part of this program you would probably 
have to consider a revision of the rates as presently proposed in the 
bill. I was wondering whether you had in mind that thought, that 
maybe it would be desirable to permit designating the beneficiary 
with respect to a part of that payment ? 

Mr. Kraasev. A part of the total as you have it in this package 
now ? 

Mr. Harpy. Yes. 

Mr. Kraaset. That would partially serve that point. As you 
know from previous hearings, Mr. Chairman, we have been rather 
stable in our thought with reference to the contract right, and on 
that point I would like to have Mr. Stevens amplify more as to the 
thinking of our group on that, if you don’t mind. 

Mr. Harpy. Well, we will want to get in with Mr. Stevens on these 
other aspects. But I thought as we were more or less in the realm of 
policy now 

Mr. Kraaset. On the point you mentioned that we felt that the 
other aspects would have to be reconsidered, we recognize that; yes, 
sir. 

Mr. Harpy. One of the things that sort of lead us to the conclusion 
that there wasn’t any particular point in permitting the designation 
of a beneficiary is that you have a relatively limited election, anyway. 
within your groups that would be—that the individuals could desig- 
nate as beneficiaries. In other words, it wouldn’t be wide open. You 
would have widow, parents, or certain—perhaps brothers and sisters. 
probably no further along the line than that. 

Mr, Kraasner. But there are situations, don’t you believe, where thie 
man, himself, is the best judge at a particular time as to who would 
be the beneficiary of at least a part of the award? Something that 
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may have arisen after he got in or shortly before he got in, that he 
would like to be sure that that part is taken care of ? 

Mr. Harpy. There are, of course, all kinds of situations that develop ; 
there is no doubt about that. Sometimes I think that an individual 
under certain circumstances makes assignments which are not in his 
best interest, or certainly not in the interest of his survivors. 

However, that is a phase of the thinking that I don’t think we want 
to get too far into now. 

One other thing that I did want to ask you about, and that has 
to do with the promptness of the settlement. As you know, that is 
one of the things that this committee has been striving particularly 
hard to work out. 

Mr. Kraasen. Yes. 

Mr. Harpy. And we do have a feeling, based on our most recent dis- 
cussions with social security and the Veterans’ Administration, that 
with this simplified program payment of claims should be able to be- 
gin a whole lot faster than has been possible in the past. 

Mr. Kraapev. We are hopeful with you, Mr. Chairman, and the 
committee, that the simplification will ensue in actual practice. 

Now, we are speaking of it in theoretics mostly, in advance. We 
want to be sure that that does ensue and does result. 

Mr. Harpy. You can be sure that this committee is going to be just 
as sure as it is possible. 

With respect to the parents, I notice you are making a suggestion of 
the change in the income limitation. I would like to have you com- 
ment specifically on the approach of which the committee has sug- 
gested of taking it by steps, so that the payment wouldn’t be cut off 
entirely at a particular point. 

Mr. Kraapet. We express favor of that, Mr. Chairman. That is 
one of the points which I discussed at long distance in Pasadena, Calif., 
with our Ciateriiaty Mr. Robert M. McCurdy. He was favorably im- 
pressed by that. So that a parent or two parents who go over the line, 
found together over the line on their income for a certain period, 
are not cut off entirely. 

Mr. Harpy. You agree with our thinking that that is a more equi- 
table approach ? 

Mr. Kraasex. That is right. 

Mr. Harpy. Fine. 

Those are the points I wanted to check on. 

Mr. Kilday ? 

Mr. Kitpay. No. 

Mr. Harpy. Mr. Teague? 

Mr. Teaeur. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. I am sorry I had that meeting downtown and wasn’t 
able to get here a little earlier. I am not quite clear of any point 
of conflict that might have been brought up. 

Was it in reference to life insurance? 

Mr. Kraaset. I think the two points on which we still have a 
question are the ones with reference to a more realistic income lirita- 
tion for the parents, a higher income limitation, and also the proposi- 
tion of, let us say, the possibility of some type of insurance arrange- 
ment whereby the man might designate a beneficiary for the part of 
the award, at least. 
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Those are the two points, 

Mr. Bares. I see. Of course, under the gratuitous indemnity right 
now it is one factor paid for by the Government. Under this bill we 
sort of put them together because we couldn’t see two separate pro- 
grams just hanging apart for no particular reason. 

Would it be your point that of the lump sum under the VA that a 
portion of that could be given to some designated beneficiary ¢ 

Mr. Kraapev. Well, on the amounts in the package now there 
wouldn’t be much point in dividing that up, one as a designation and 
one to flow by virtue of the beneficiaries classified in the bill. Because 
we have this problem to explain to our people: That how could we go 
for anything which now will net a war veteran’s widow the $92.90 and 
the $87, initially, a total of $179.90 as against a minimum combination 
that will be $112? 

Mr. Bares. Well, you have a difference when you consider the 
present value. 

Mr. Kraaser. Over the long run we understand your actuarial pro- 
jection on that. But it is the immediate thing that they will ask us 
about. Then we will say this, that the gratuity was put in during a 
conflict, and that the Congress now sees fit that it must be discontinued, 
which we anticipated it might be when it was put in. And that in the 
interim the contract right has also gone. 

And so there really isn’t any type of insurance or any type of ar- 
rangement whereby he might designate somebody to take part of the 
award under the new arrangement outside of his gratuity. 

Mr. Bares. That is the way I undestood it. But why couldn’t you 
make a provision up to $50 or something that could be given to an 
additional beneficiary ¢ 

Mr. Kraasen. The beneficiary may be the same as the one that takes 
now, of course. 

Mr. Bares. I mean if—you are talking about rare cases, I think, 
Mr. Kraabel, but nevertheless they may be real cases. 

Mr. Kraaset. They are real cases, they are problem cases. 

Mr. Bares. I don’t know why you couldn’t put perhaps a provision 
in here which would permit up to $50 under Plan A, I think it was $50. 
it was a separate item. 

Mr. Kraaset. I believe we incorporated that also in our projection. 

Mr. Bares. Yes. Whether it is separate or whether it is together, 
I don’t see how two make much difference, if you could achieve the 
end which you have in mind. 

Mr. Kraaset. The combination now is so much less than they see 
was available to the war veteran under the Korean conflict and under 
the indemnity that they will ask why we go for $68 less. 

Mr. Bares. For the short run. 

Mr. Kraapsew. For the short run. 

Mr. Bares. But you and I, all of us, are very much concerned about 
that later period where the tremendous injustices take place, where 
people can hardly exist with what they get today. 

Mr. Harpy. I think that is something we are going to need to give 
some more thought to and we will in trying to get the kinks worked 
out of it. 

Mr. Kean, do you have any questions? 

Mr. Kran, No. 

Mr. Harpy. Do you have any ? 
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Mr. Carnes. No, sir. 

Mr. Harpy. Suppose we go ahead. 

Mr. Stevens, are you going to pick wp on the individual sections ¢ 

Mr. Svrevens. Yes, sir. 

Mr. Chairman, my prepared statement here is 11 pages. I hate 
to impose it upon you by reading it. 

Mr. Harpy. We will do it whichever way you prefer. We can put 
the whole statement in the record as it is and you can go ahead and 
dliscuss—present in concise form your thinking about each of these 
rections, if vou prefer. 

Mr. Srevens. I might do that, Mr. Hardy, and highlight it only. 

Mr. Harpy. That would be fine. We will incorpor ate the whole 
<tatement in the record at this point, and then-—— 

Mr. Kraapev. As if it were read ‘ 

Mr. Harpy. Yes. 

Mr. Srevens. Draft bill: The draft is viewed in the light of an 
intent of the select committee to provide an improved benefit-system 
for survivors of members and former members of the uniformed 
services described therein. 


TITLE I—SHORT TITLE AND DEFINITIONS 


Section 102: Travel status is an element of subsections 102 (1) to 
(5). For purposes of a dependency compensation or death gratuity 

ae it might be considered advisable to (1) establish midnight 
uniformly at the time at which a discharge or separation from active 
service occurs, as being the end of a day ie a person entitled to basic 
pay, and (2) continue protection to a person released from active 
service or finally discharged until he reaches home by the most direct 
route. 

Subsection 102 (6) provides that the terms “widow,” “child,” and 

“parent” each have the meanings they have when used to specify for 
death compensation purposes the surviving widow, child or children, 
and <lependent mother or father of any deceased person who died as 
the result of injury or disease incurred in or aggravated by active 
military or naval service. It is not believed that the three wor ‘ds in 
question are adequately defined, even for purposes of Veterans’ Ad- 
ministration dependency compensation, as here proposed. It also 
appears that the definitions would differ among the agencies which 
would be involved in administering provisions of the entire enact- 
ment and thus that the bill is faulty in this regard. The words might 
be precisely defined for the dependency compensation, death gratuity, 
and old-age and survivors insurance purposes, respectively, or the 
heads of governmental departments and agencies responsible for ad- 
ministration be authorized to issue implementing instructions and 
regulations for the several purposes of the act including definitions 
such as these. For VA dependency compensation purposes, the com- 
mittee might want to provide in title IT an additional subsection, in 
section 208, which concerns administrative provisions relating to de- 
pendency compensation, to read as follows: 

Except as otherwise provided in this Act, the administrative, definitive, regu- 
latory, and penal provisions under Pub’ic, Numbered 2, Seventy-third Congress, 
as amended, shall be for application under this title. 

This also would take care of this item and others. 
65018—55——36 
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TITLE Il—DEPENDENCY AND INDEMNITY COMPENSATION 






The term “dependency and indemnity compensation” is awkward. 
The short term “dependency compensation” would be appropriate 
and full descriptive. The term would differentiate between the pres- 
ent benefit “death compensation” and that proposed. It would be 
better understood by survivors. It is understood that the committee 
probably wanted this term to denote a combination of compensation 
and indemnity, to indicate the increase of compensation as an adjust- 
ment for the elimination of the indemnity. 

It is recommended that in the term “dependency and indemnity 
compensation” the words “and indemnity” be stricken wherever it 
appears in the draft bill and the term “dependency compensation” 
be substituted, in the interest of simplicity. 

Section 202; Subsection 202 (a) provides a monthly award of de- 
pendency compensation by the Veterans’ Administration to a widow 
at a rate equal to $100 plus 15 percent of the basic pay of her deceased 
husband, with the amount increased to the nearest dollar. This 
award is for a widow alone or with child or children and is related 
to the wages and length of service of the husband. Except in certain 
instances, no dependency compensation would be paid on behalf of a 
child where a widow survives and has such an award. Where de- 
pendency compensation is payable to a child or parent, it is not related 
to the basic pay as in the case of the widow. A dependent peren 
may be awarded dependency compensation, even though a widow is 
in receipt of such a benefit. This is our understanding which is 
cited so that certain proposals we make will be better understood. 

Subsection 202 (b) provides for a dependency compensation pay- 
ment monthly to a widow with more than 1 child of the deceased hus- 
band of $20 for each such child in excess of 1, where the deceased hus- 
band’s average monthly wage as determined under title II of the Social 
Security Act is less than $135. In the course of these hearings, it has 
been shown that this subsection will require revision to avoid inequi- 
table treatment of survivors. It is recognized that the revision will 
be necessary, however, where there is a low wage-credit such as pay- 
ment needs to be made as a supplement. 

This subsection might well be paragraphed 1, 2, and 3, to provide 
such a supplemental dependency compensation award to a widow for 
other hildien. Paragraph (1) would have the purpose of the present 
subsection. 

In the case of a child who, while under 18 years of age, became per- 
manently incapable of self-support, it is recommended that a basis 
for a monthly dependency compensation award other than proposed 
in subsection 203 (c) be established. Such a child requires greater 
care and is usually cared for at greater expense than is the normal 
child. Where a widow receives dependency compensation, it is earnest- 
ly recommended that a $20 monthly dependency compensation sup- 
plement be awarded her for such a child. Where there is no widow 
entitled to dependency compensation, it is recommended that the de- 

pendency compensation for such a child be an amount which would 
be payable under section 203 (a), which would mean an award of $70 
monthly when such a person would be considered a child and none 
other would be. It would be in a subsection 202 (b) (2) that the award 
to the widow would be provided for. 
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The award for a child with no widow in such case could be provided 
for in this subsection or section 203 (a), It is recemmended in this 
connection that subsection 203 (c) be stricken in entirety. That sub- 
section calls for a calculation by the Secretary of Health, Education, 
and Welfare of an amount payable which would be certified to the 
Administrator of Veterans’ Affairs, as a dependency compensation 
award. This would be a fluctuating amount undoubtedly and might 
not be substantial. It is assumed that the determination that a child 
had become permanently incapable of self-support while under 18 
years of age would be determined in the Veterans’ Administration. 
There being no basis for a social-security award to a child after the 
attainment of age 18, the proposal here made would seem simpler than 
the present one. 

Subsection 202 (b) (8) is one suggested to accomplish another pur- 
pose. It could provide for a supplemental $20 monthly dependency 
compensation award to a widow for each child who pursues an ap- 
proved course of instruction after the age of 18 years and until comple- 
tion of education or training but not after the child reaches the age 
of 21 years. Where there is no widow entitled to dependency com- 
pensation, the child or children in such case should be awarded depen- 
dency compensation under section 203 (a). 

The contrast between. the number of widows and children and of 
the number of parents on the rolls has been brought up frequently 
in these hearings. The committee has indicated its strong desire to 
do something for the widows and the children particularly. The 
present laws provide for continuance of death compensation beyond 
age 18 for children attending school. As the committee is intent 
upoh improving the survivorship benefit system it will surely not 
want to Soaks children of a benefit they now have. 

Section 203 (a): The unique proposal in this draft bill that the 
widow alone be compensated normally by Veterans’ Administration 
with social-security payments provided for children brings up an- 
other situation which requires attention. The deceased serviceman 
or veteran may leave a widow who will be awarded dependency com- 
pensation and will not infrequently have children of former mar- 
riages who should certainly be entitled to benefits. We recommend 
that they be considered children without a widow and be awarded 
dependency compensation on this basis under this subsection. 

Section 204: This section provides a basis for, and prescribes 
monthly rates of, dependency compensation for a mother or father 
or both. The award to parents of dependency compensation is a 
matter of grave concern, for the American Legion firmly believes 
that dependency of a parent should be held to exist if his income is 
insufficient to provide reasonable maintenance, this including not 
only housing, food, clothing, and medical care sufficient to sustain 
life, but oak items beyond the bare necessities, and as well as other 
requirements reasonably necessary to provide those conveniences and 
comforts of living suitable to and consistent with a reasonable mode 
of life. 

The organization has been well satisfied with the Veterans’ Ad- 
ministration regulation setting forth conditions which determine 
the dependency of parents and has not believed that they were in- 
consistent with the will of Congress. We have not found abuses. 
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We have on occasion believed that parents have had difficulty in 
establishing the fact of dependency, in cases in which our service 
officers have had a knowledge of their circumstances that impelled 
their strong feeling that entitlement to an award existed which was 
denied. Borderline cases have been troublesome. Where the parent’s 
income exceeded a bit the amount of income the Veterans’ Adminis- 
tration deemed limited the eligibility for an award of death compensa- 
tion, no award would be allowed. The payment would be made or 
would not be. We do think that the novel method presented in this 
bill for allowance of compensation for partial dependency may prove 
a satisfactory solution, providing the conditions for making an award 
in the draft bill are altered as we propose. 

Mr. Kraabel stated that the American Legion would offer proposals 
for the thoughtful consideration of this committee in regard to the 
basis for awards of dependency compensation to parents. We have 
recommendations to make regarding subsections 204 (b), (c), (d), 
(f), and (g). We believe strongly that there is a definite need to 


do more than the draft bill proposes for parents. We understand’ 


that the dependency test for a parent for social-security purposes is 
such that few would qualify, although definitely needing some bene- 
fit payment. We think the best provision can be made Shona a de- 
pendency compensation award by the Veterans’ Administration. We 
will first offer our proposed amendments to the draft bill and then 
explain the basis for them where it appears necessary. They follow. 


DEPENDENCY COMPENSATION TO PARENTS 


Section 204 (b), page 14, line 2, recommended this substitution ; 


Column I Column II 


Total annual income 


More Equal to or 
than— but less than— 





| $900 $75 
$900 $1, 150 $60 
| $1, 150 $1, 400 $45 
$1, 400 $1, 650 $30 
$1, 650 $1, 900 $15 
Sh Cee. tal i eee No amount payable 
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DEPENDENCY COMPENSATION TO PARENTS—continued 
Section 204 (c), page 14, line 7, recommend this substitution : 


—— ener 


| Column I | Column II 
| 





Total annual income 


More Equal to or 
than— but less than— 


$900 | $50 
| $900 | $1,150 | $40 
| $1,150 | $1, 400 $30 
| $1,400 | $1650 | $20 
$1, 650 $1, 900 | $10 
Ob, O00 eer dy". sinks | No amount payable 


Section 204 (d), page 15, line 2, recommend this substitution : 





—_——— 
Pe Column I | Column IT 


Total annual income 





| 


More Equal to or 
than— but less than— 
| 
| $1,200 | $100 | 
$1, 200 | $1, 500 | $80 
$1, 500 $1,800 | $60 
$1, 800 $2, 100 $40 
$2, 100 $2, 400 | $20 
$2, 400 | ek ee | No amount payable. 


Section 204 (f): Page 15, line 10. Recommend striking this sub- 
section in entirety. 

Section 204 (g): Page 15, line 14, recommend this substitution : 

(zg) In determining income under this section, all payments of any 
kind or from any source shall be included, except : 

(1) Payments of the six months’ death gratuity ; 

(2) Donations from public or private relief or welfare organiza- 
tions; 

(3) Payments because of disability or death under any laws admin- 
istered by the Veterans’ Administration, other than the servicemen’s 
indemnity. 

The Administrator of Veterans’ Affairs is hereby authorized to 
exclude from consideration as income the cost of medical care furn- 
ished a parent for which no reimbursement has been made and for 
which payment would be required. The term “medical care” shall 
include medical and hospital care, maintenance in a rest home (in- 
cluding a convalescent or nursing home, a home for the aged, or other 
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establishment of similar character), medical, surgical, and dental 
services, also dental appliances, wheel chairs, artificial limbs, trusses, 
and similar appliances, including special clothing made necessary by 
the wearing of prosthetic appliances. 

In explanation of our proposals for the amendments of the draft 
bill, this may be said: 

Regarding subsections 204 (b), (c), and (d): Parents would have 
modest ranges of income which would be reasonable in the light of 
present-day living conditions under the plan we propose, as shown 
here: 

















1 PARENT 
$$ -_ if . 
VA compensation a 
per month maximum 
Annual income “OOP Ta ty nee SS tote 
Amount | Percent 
ihe Oe a ee cs oa. es cae $900 100 | $900 to $1,800. 
$901 to $1,150______- sae arene 720 80 | $1,621 to $1,870. 
$1,151 to $1,400. 62.5 ol oe 540 60 | $1,691 to $1,940. 
$1001 to $1,650. 22 oe ee 360 40 | $1,761 to $2,010. 
$1:601 to SL.000..5202350-5 see 180 20 | $1,831 to $2,080. 
ee ais = cio weak ateeledes MONS 1... 4~sanne 
2 PARENTS 


VA compensation 
($100 per month " 
: maximum) ange of total 
Annual income inating 





Amount Percent 


60, ie a $1, 200 100 | $1,200 to $2,400. 
$1,201 to $1,500______ eae | 960 | 80 | $2'161 to $2,460. 
$1,501 to $1,800_____- bashss coma | 720 | 60 | $2,221 to $2,520. 
$1,801 to $2,100_____- hadi | 480 40 | $2,281 to $2,580. 
$2,101 to $2,400_____- 159g UIORS 240 20 | $2,341 to $2,640. 
GUE win a ncticaedcidansoclee None, j-.--.....- 





It will be observed that one parent will have a total income of just 
$40 weekly as a maximum including dependency compensation; two 
parents living together, just over $50 weekly as a maximum including 
dependency compensation. 

Regarding subsection 204 (f) which we recommend be stricken, 
this would require that the Administrator deduct any dependency 
compensation overpayments to parents from future payments, when 
he ascertains from a completed annual income questionnaire that there 
have been. This could defeat the purpose for which payments are 
made. It would appear to us preferable that he be empowered to 
establish by regulation the basis for adjustment of awards. Section 
208 (h) allows him to waive overpayment recovery under certain 
circumstances and he should also be allowed to determine when a col- 
lection should be made. 
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Regarding subsection 204 (g), we recommend exclusion from con- 
sideration as income any payments made because of disability or 
death under laws administered by the Veterans’ Administration, be- 
cause we firmly believe they should be. First, we want excluded by 
this means any contract insurance payments. We have excepted the 
servicemen’s indemnity in the amendment, because it is a gratuitous 
payment. We certainly agree with the draft bill’s provisions, where 
contract insurance payments are not offset against payments made to 
a widow or child. We sincerely believe there should be a dependency 
compensation award made to a parent, although payments of contract 
insurance proceeds are made concurrently. 

If a parent is entitled to disability compensation by virtue of his 
own service, the payment should not be considered income to deprive 
him of a dependency compensation award based upon the death of a 
son. Ifa parent is entitled to death pension by virtue of the service 
of her husband, to compensation because of a disability incurred as 
a result of her own service, she should also be entitled to dependency 
compensation based upon the death of her son who also served. The 
draft bill, in subsection 501 (n), amends the second sentence of para- 
graph XIII of Veterans Regulation No. 10 so that the receipt of pen- 
sion, compensation, or dependency compensation by a widow, child, 
or parent on account of the death of any person, or receipt by any 
person of pension or compensation on account of his own service, shall 
not bar the payment of pension, compensation, or dependency com- 
pensation on account of the death or disability of any other person. 
We believe this should be so; however, a parent might not benefit 
were present provisions of section 204 (g) (4) continued. 

We do believe also as to our proposed amendment of subsection 204 
(a) that expense of medical care should be excluded from income. 
It can be costly. 

TITLE 11I—DEATH GRATUITY 


We are in agreement with the draft bill’s provisions relating to this 
benefit but have one suggestion to offer, namely, consideration might 
be given to extending the death gratuity coverage for 120 days follow- 
ing the separation from active service of a person who had been 
ordered into active service for a period of more than 30 days. This 
is why—Veterans’ Administration records show that as of April 30, 
1955, awards of servicemen’s indemnity were being made to the bene- 
ficiaries indicated in the following cases: Widow alone, 6,587 : children 
alone, 389; parent or parents alone, 17,979; brothers and sisters, 814; 
mixed, 371—of this figure 107 cases involve brothers and/or sisters— 
making an overall total of 26,140. 

The fact that a larger share of the payments is being made to the 
parents is obviously because the persons who served were single. 
There is no question but that they would want the parents to take. 
The one thing that we have believed about this indemnity and con- 
tract insurance is that the beneficiary could be designated and the 
proportionate share of the proceeds to each beneficiary could be spec- 
ified by the serviceman. 

The last figures available to us as to the basis for indemnity pay- 
ments as to time of death are contained in the Administrator’s annual 
report for fiscal 1954 and this shows that the death occurred in service 
in 91.5 percent and subsequent to service in the 120-day period fol- 
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lowing separation in 8.5 percent of the cases. Eliminating the in- 
demnity will mean that for those who would have been covered other- 
wise no protection is afforded in the 120-day period following separa- 
tion. The failure to provide for contract insurance for servicemen, 
and now the elimination of the indemnity, will mean that the service- 
men can no longer designate a beneficiary for any benefit, except as 
to the death gratuity where, if there is no widow or child, he ean 
specify whether the gratuity will be paid to parents or to brothers 
and sisters. Having in mind that deaths, on account of which in- 
demnity payments were aw: arded, occurred within 120 days after serv- 
ice in 8.5 percent of the cases, it appears tous reasonable to seek to 
have death gratuity coverage extended for 120 days after separation 
as recommended. 


TITLE V—AMENDMENTS AND REPEALS 


We note the continuance of the right of veterans to secure nonpar- 
ticipating national service life insurance on terms or permanent plans, 
when application is made within 1 year from the date service con- 
nection of a disability is established by the Veterans’ Administration 
which makes them impaired risks. We have noted that the insurance 
will be made available to certain persons who could not obtain this 
before. This insurance is limited to those who served on or after 
April 25, 1951. It is remarked that section 501 (a) (1) amends 
present law in this regard. 

We have also observed that section 501 (a) (2) abolishes the non- 
participating nonconvertible national service life insurance effective 
January 1, 1956, which was issued upon application by veterans within 

i20 days after separation from active service on a 5-year level-pre- 
mium- -ter m basis with the privilege of renewal only, for persons with 
servicemen’s indemnity coverage. This insurance was no bargain. 
It offered insurance protection from month to month only as pre- 
miums were paid, and was not cheap as often purported to be on the 
basis under which premiums were ‘he ‘ulated. 

Section 502 (8) repeals the Servicemen’s Indemnity Act of 1951. 
We didn’t expect, when the servicemen’s indemnity was provided 
gratuitously by the act of April 25, 1951, that the benefit would long 
endure. That is why, in the House of Representatives and in the 
Senate, the American Legion strongly supported continuance of the 
contract insurance programs for members of the Armed Forces and 
veterans. 

The American Legion today asks this committee to consider care- 
fully the great benefit which would be provided for members of the 
Armed Forces by restoration of the participating contract insurance 
programs which would enable them to contribute toward creation of 

a survivorship benefit which could not be taken from them. One of 
the advantages of the contributory social-security coverage for mem- 
bers of the Armed Forces recognized, we believe, by this committee. 
is that the servicemen participate in the knowledge that they are 
providing an estate for dependents and are paying for something 
which cannot be taken away. The contract insurance, like the social 
security, would continue after the servicemen become veterans. We 
sincerely believe that servicemen and veterans want to have a part 
in providing for their survivors and urge that this medium be adopted 
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as one of the measures through which this committee will present 
to the House an improved survivorship program. 

This concludes my prepared statement. 

Mr. Teague. May I have one second before you start ? 

Do I understand that it is expected there will be considerable work 
on cleaning up the bill this ‘oealiined as far as language and that kind 
of thing i is s concerned ! 

Mr. Carnes. Yes, sir. I plan to work tomorrow and Monday and 
Tuesday all day with the Legislative Counsel’s office. 

Mr. Tracur. There are a number of comments in Mr. Stevens’ 
statements here that concern me very much and I think you might offer 
the same opportunity to him to work with you as you did to some of 
them yesterday. 

Mr. Harpy. Well, we will make it a little more than an oppor- 
tunity, it will be a request, if we might impose on him that way, be- 

cause we are going to need this help, Mr. Stevens. 

Mr. Srevens. Be very happy to, Mr. Chairman. 

Mr. Harpy. Fine. 

Mr. Carnes. I might say Mr. Kennedy’s office forwarded us a copy 
of this this morning, the Legislative Counsel's office already has two 
copies of this, and they are taking cognizance of all of these matters 
here. 

We are going—every other organization that has appeared we have 
told them we will be working tomorrow, Monday, and Tuesday down 
in the Legislative Counsel’s office. 

If you find you have additional things we would appreciate them, 
even to the extent of suggested language or if the bill is vague in your 
opinion in any place, where more specific details without changing 
the intent of the committee, we welcome that. 

Because after we have had tomorrow, Monday, and Tuesday to 
make all of these revisions, we will bring it back the last 3 days of the 
week for the review in executive session for consideration of the mem- 
bers of the committee. 

So we welcome any changes or suggestions that you have at all. 

Mr. Harpy. Now, Mr. Stevens if you would highlight these spe- 
cifics, the committee will be glad to hear you. 

Mr. Srevens. Yes, sir; I might mention that these comments and 
recommendations result from extensive staff conferences and discus- 
sions, and our analysis of the draft bill since we received it at your 
press conference last Friday, and we have viewed the draft bill in the 
light of an intent of this committee to provide an improved benefit 
system for survivors of members, and former members, of the uni- 
formed services described therein. 

I would first speak briefly toward the travel status that is an ele- 
ment of subsections 102 (1) to (5). We do think that midnight 
should be established uniformly as the time at which a discharge or 
separation from active service occurs, as being the end of a day for a 
person entitled to basic’ pay, on this basis that as we understand it 
presently there is not a unifority in the serivices. 

Some are discharged effective as of midnight, some are separated 
from service as they receive their certificate. 

The second, we could continue protection to a person released from 
active service or finally discharged until he reaches home by the most 
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direct route, to put him on a parity with these other people that are 
ordered to active duty and travel to and from an intallation as pro- 
posed to be covered in the draft bill. 

Mr. Treacue. Suppost he doesn’t go home by direct route. 

Mr. Srevens. He is covered for only such time as it would take 
him in such event, Mr. Teague. 

Mr. Harpy. Your thought then would be that we would base it on 
time. 

Mr. Srevens. Time and mode of travel, Mr. Chairman. 

Mr. Bares. Is midnight a part of today or tomorrow ? 

Mr. Srevens. I would say 11:59 p. m., Mr. Bates. 

Mr. Bates. Yes. 

Mr. Srevens. Now, as to the definition of the terms, widow, child, 
and parent: In my prepared statement, I have shown that I believe 
that this is an inadequate definition in the draft bill. 

I believe that for social-security purposes, Department of Defense 
purposes, and Veterans’ Administration purposes, the definitions may 
differ and that the definition should be appropriate to the agenc 
which administers the particular benefit with which it is concerned. 

Mr. Harpy. That is the intent of the bill and that is the intent of 
the committee. 

And if we haven’t got language to do that, that is what we want 
to do. 

Mr. Srevens. Yes, sir. As to the Veterans’ Administration, I do 
believe, Mr. Chairman, that it is going to be necessary—it isn’t in 
my statement—to fix definitely the responsibility on the Veterans’ 
Administration in section 206, for administering all of title II of this 
draft bill; or rather the enactment. 

Mr. Harpy. Do you think there is any doubt about that —— 

Mr. Stevens. In section 206, yes, sir. 

Line 9, page 18, reads: “Determinations by the Veterans’ Adminis- 
tration.” 

I do not see, however, that in the bill the Administrator is specifi- 
cally authorized and directed to make these determinations, although 
in section 201 of title II it is provided that he shall pay the depend- 
ency compensation. 

Mr. Harpy. Well, that also is intended. 

Mr. Srevens. Yes, sir, that he administer the title in entirety. 

I think in section 206 it should be clearly understood that it will 
be the responsibility of the Administrator to determine for depend- 
ency compensation purposes the incurrence or aggravation of a disease 
or injury in service and the line-of-duty status. 

That is, it will be the VA’s responsibility for the purpose of the 
dependency compensation award. 

Mr. Harpy. Again, it hasn’t been the idea of the committee to 
change any of that responsibility. 

Mr. Stevens. I didn’t think so, Mr. Chairman. 

Mr. Carnes. They have that thought, don’t they, Mr. Stevens? 

Mr. Stevens. Yes, sir. 

I have indicated in the statement, Mr. Chairman, that for VA 
dependency compensation purposes the committee might want to 
provide in title IT an additional subsection in section 208, which 
concerns administrative provisions relating to dependency compensa- 
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tion, which might read “Except as otherwise provided in this Act, 
the administrative, definitive, regulatory, and penal provisions under 
Public, No. 2, Seventy-third Congress, as amended, shall be for 
. application under this title.” 

That would permit the present definition of mother or father, 
parent, widow, or child to be used for the purpose of a dependency 
compensation award. 

Mr. Kraapet. That is their understanding, too. 

Mr. Carnes. Yes, sir. 

Mr. Srevens. As to the name dependency and indemnity compensa- 
tion in title II. The term “dependency and indemnity compensation” 
is awkward. 

The short term “dependency compensation” would be appropriate 
and fully descriptive. The term would differentiate between the 
present benefit, death compensation, and the one proposed. 

It would be better understood by survivors. It is our thought 
that the committee probably wanted this term to denote a combination 
of compensation and indemnity to indicate the increase of compensation 
as an adjustment for the elimination of the indemnity. 

However, we recommend in the term “dependency and indemnity 
compensation,” the words “and indemnity” be stricken wherever it 
appears in the draft bill and the term “dependency compensation” 
be substituted in the interest of simplicity. 

Mr. Harpy. That might make it read a little better, but I don’t 
think it would carry the thought of the committee. You have pretty 
well expressed what the committee had in mind. We were merely 
trying to combine these two concepts. And I don’t want—I don’t 
think we ought to lose sight of the fact that the committee has 
attempted here to reconcile as nearly as we could, and bring together 
into 1 package 2 different concepts. It is a pretty hard thing to do, 
but that is what we are trying to do. 

Mr. Srevens. But the term is rather a mouthful, Mr. Chairman. 

Mr. Harpy. That is so. But we get into that kind of situation so 
often, I have gotten to the point now where I think some of this 
language is simple compared | Laughter. | 

Mr. Stevens. Compared to what you have heard. 

Mr. Carnes. Maybe we can reduce that to initials, DIC. [Laugh- 
ter. | 

Mr. Srevens. As to section 202, we have cited our understanding 
that for a widow with or without child her dependency compensa- 
tion rate payable by the Veterans’ Administration monthly would 
equal $100, plus 15 percent of the deceased persons’ basic pay, and 
in this way there would be recognized wages and length of service. 

We understand that, where an award is made to a widow, except 
in certain circumstances the award for a child will be covered by the 
social security payment. 

Mr. Harpy. That is correct, the dependency compensation as 
such 

Mr. Srevens. Yes, sir, it will not be paid except in certain instances, 

Mr. Harpy. That is right. 

Mr. Srevens. And that where dependency compensation is payable 
to a child or parent it is not related to the basic pay. Also that even 
though a widow receives dependency compensation, a dependent 
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parent meeting the requirements of the title II may also be awarded 
dependency compensation. 

Mr. Carnes. Yes, sir. 

When you said payments made to parents, and children would not 


be related to pay, as far as VA compensation that is exactly correct, - 


Mr. Stevens. 

Mr. Srevens. As to social security it differs. I am speaking, Mr. 
Carnes, to title IT. 

Mr. Carnes. All right, sir, fine. 

Mr. Stevens. Yes, sir. 

We just wanted it clearly understood that we understand.. 
| Laughter | 

Mr. Harpy. Fine. 

Mr. Srevens. Because we have been very confused, may I say 
[Laughter.] Now, subsection 202 (b) provides for dependency 
compensation under laws administered by the Veterans’ Administra- 
tion of $20 a month for each child of a deceased person where there 
is a widow with more than one child and the wage credit for social- 
security purposes is less than $135 monthly. 

Mr. Bares. That is correct. 

Mr. Stevens. That is correct. 

We understand, also, from the Government witnesses at the hear- 
ings, that you are proposing to revise this to remove existing inequities 
which might develop as a result of the present language in section 
202 (b). 

Mr. Harpy. That is right. 

Mr. Carnes. Mr. Carlson, the actuary feels that he has licked the 
problem already. 

Mr. Srevens. Good. 

May I then say that we believe there are certain other cases in 
which supplemental dependency compensation payments should be 
made to widows on behalf of children, or to children themselves. 
And on that basis we are recommending tentatively for the considera- 
tion of the committee that 202 (b) be subdivided into paragraphs 1, 2, 
and 3, the present proposal in 202 (b) would be one paragraph of the 
new 202 (b) that would be paragraph 1. 

Then paragraph 2, we think really that the subsection 203 (¢) pro- 
visions of the draft bill where the Secretary of Health, Education, 
und Welfare, must calculate what a child should receive, and certify 
that to the Administrator of Veterans’ Affairs, then the Administrator 
of Veterans’ affairs determines if a child became helpless or incapable 
of self-support before attainment of age 18, and then would pay such 
dependency compensation as the Secretary of Health, Education, and 
Welfare would certify, would be quite a cumbersome procedure. 

So in this proposed subsection 202 (b) (2) we would suggest a 
supplemental dependency compensation be paid to a widow for such 
helpless child, or if no widow is entitled to dependency compensation, 
then that that helpless child be paid dependency compensation by the 
Veterans’ Administration under section 203 (a) where the rates range 
S70, $100, $130 plus $25 for each additional child. 

We have in mind this, as the basis for the supplement, that a help- 
less child requires greater care and at the same time is cared for at 
greater expense. And we think that the social-security provision 

















SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 565 


might cause one child to have a payment up here, another child here, 
another child down here, [indicating] an inequity of treatment of 
the various children. And since the act of October 6, 1917, as concerns 
World War I and later veterans’ helpless children, there has been 
provision for VA death compensation benefit. VA makes the deter- 
mination of incapacity and VA also pays the award. 

Mr. Carnes. You would rather see the child get a flat $70 in that 
case. 

Mr. Stevens. Yes, sir. The child where there is a widow be paid 
under 202 (b) (2) proposed, the child where there is no widow entitled 
to dependency compensation under 203 (a). 

Mr. Carnes. I see. 

Mr. Srevens. Yes, sir. 

Mr. Carnes. Would the case of a child ever be that the child would 
get less than that flat $70 than they would be entitled to under social 
security. e 

Mr. Kran. You would get social security anyway, wouldn’t you? 

Mr. Carnes. Over 18. 

Mr. Kean. Oh, I see. 

Mr. Stevens. A child would get nothing over 18. 

The draft bill now proposes that the amount that would be payable 
to the child before attainment of age 18, even though over age 18, 
would be the sum that would be certified. 

Mr. Carnes. Asa general rule, the $70 payment to such a child made 
by the Veterans’ Administration would perhaps be a little higher than 
the like payment that would be made by social security. 

Mr. Srevens. I believe it would. 

Mr. Carnes. Your reasoning is a child that is disabled for either 
mental or physical reasons needs a little more money. 

Mr. Srevens. Yes, sir. 

I was going along, Mr. Counsel, with the $20 rate that is now set in 
draft bill, under 202 (b) but as a matter of fact, we think that prob- 
ably the $20 rate now specified might well be $25, and that might be 
the uniform rate under that section. 

Mr. Harpy. You can’t be sure anyway, can you? 

Mr. Srevens. No, sir. 

Mr. Harpy. I think that suggestion that you have made there is 
really deserving of some thought and probably is one that ought to be 
adopted. 

Mr. Srevens. Now, Mr. Chairman, as to the third item, which we 
thought might be covered for the purpose of an award of supple- 
mental monthly dependency compensation which would be under a 
proposed subsection 202 (b) (3), would be for the unmarried child 
who pursues an approved course of instructions after the age of 18 
and until completion of education or training, but not after the child 
reaches the age of 21. 

Where there is no widow entitled to dependency compensation the 
child or children in such case would be awarded dependency com- 
pensation under section 203 (a), where there is a widow, then for each 
child, including the first, we would recommend a supplemental de- 
pendency compensation between age 18 and before attainment of age 
21, while the child attends school and is unmarried. 
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And I would like to read this from my prepared statement : 


The contrast between the number of widows and children and of the number 
of parents on the rolls has been brought up frequently in these hearings. 

The committee has indicated its strong desire to do something for the widows 
and the children particularly. The present laws provide for continuance of 
death compensation beyond age 18 for children attending school. 

For child or children attending school, either where there is a 
widow or where there are children alone. 

“As the committee is intent upon improving the survivorhip bene- 
fit system, it will surely not want to deprive children of a benefit they 
now have.” 

This was made effective initially by an amendment to the World 
War Veterans’ Act of May 29, 1928. It has been on the books for 
a good many years. We think a benefit that is in the public interest 
and a matter of public policy is to enable children to complete their 
education wherever possible, to make them better citizens, and better 
producers. - 

Mr. Carnes. Mr. Stevens, do you have any idea of how many chil- 
dren over the years or in any specific year have taken advantage of 
that clause ? 

Mr. Stevens. A great many, I believe, sir. 

The Veterans’ Administration could supply figures undoubtedly 
and I believe the number is large. I do not believe that it has been 
any great administrative task to follow these children by the Veter- 
ans’ Administration as they attend school. 

They are awarded the death compensation, only so long as their 
progress is satisfactory. 

Mr. Carnes. If they attend school they pay that on a year round 
basis, it is not a stop and start. 

Mr. Stevens. They do, and should. 

Mr. Carnes. You are recommending $20 as that supplementary 
figure. 

Mr. Stevens. Sir, I recommend $20, beginning with the first child 
where there is a widow, but we would certainly like to see it raised 
to $25 for each child. [Laughter.] 

Where there is no widow entitled to dependency compensation, 
the rates would be those prescribed under section 203 (a). 

There is another matter that I might read because it is carefully 
thought out here. 

The unique proposal in this draft bill that the widow alone be compensated 
normally by the Veterans’ Administration with social security payments pro- 
vided for children brings up another situation which requires attention. The 
deceased serviceman or veteran may leave a widow who will be awarded de- 
pendency compensation and will not infrequently have children of former 
marriages who should certainly be entitled to benefits. 

We recommend that they be considered children without a widow, and be 
awarded dependency compensation on this basis under this subsection, under 
203 (a). 

Mr. Harpy. I don’t know as I quite understand that one. 

Would these be the serviceman’s children ¢ 

Mr. Srevens. The serviceman’s children, Mr. Chairman. But they 
are with a former spouse from whom he is divorced or the former 
spouse has died, and a relative may be caring for them. 

Mr. Harpy. I would think that we had provision for them here, 
at least I thought we did. 
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Mr. Stevens. There is no provision in the bill, sir, that I can see. 

Mr. Harpy. Children without a widow, here there is a widow but 
these are children—in the case of the-——— 

Mr. Stevens. The widow, Mr. Chairman is not the mother, how- 
ever, of the serviceman’s or veteran’s children. 

Mr. Harpy. I understand that. In other words, there are two crops 
of children. [ Laughter. ] 

Mr. Stevens. Or there could be three. [ Laughter. | 

Mr. Harpy. Make it multiple. [Laughter. | 

Mr. Stevens. We do think it merits consideration. 

Mr. Harpy. I see the point you are bringing up. Actually, I was 
under the impression that we had a provision which would cover that. 
first crop of children. 

Mr. Kraasev. I would like to say we studiously looked for it, both 
Mr. Corcoran and Mr. Stevens, and we didn’t find it. 

Mr. Harpy. I will tell you, Mr. Kraabel, I am glad we got you 
people to look for this kind of stuff. 

Because I have looked at this business until I am blue in the face, 
and I can’t even see what the stuff is in this bill. 

I know what we are trying to do, and I know we have some capable 
people trying to put those thoughts into the bill. 

Mr. Stevens. We are assuming a bluish tinge now, sir, you just 
gave it to us a week ago. [Laughter.| The next section is one in- 
which we are deeply concerned. Mr. Kraabel, sir, mentioned it par- 
ticularly, dependent parent, section 204. On page 6 we propose 
amendments to section 204, page 14, line 2, as to (b), (c), and (d). 

We do not believe that justice will be done to the dependent parents 
if one parent or two parents may have a total income only as the draft 
bill would permit. We suggest the figures $600 and $1,600 be changed 
to $900 tid $1,900, respectively, where there is one parent. 

Where there are two parents, not living together, those same fig- 
ures would apply, but where there are two parents living together, 
from the proposed $800 to $2,200, minimum and maximum, we would 
recommend a minimum of $1,200 and a maximum of $2,400. 

Thus, if there were one parent alone, other income combined with 
the total dependency compensation, could not in any case exceed $40 
a week. Where, there are two parents living together, other income 
plus the dependency compensation would not exceed $2,640 a year, 
slightly over $50 a week fortwo. And we think this is a more realistic 
proposal, sir. 

Mr. Teacvue. Mr. Stevens, do you know anything about how the 
VA determines income on this dependency of parents ? 

Mr. Stevens. Yes, sir. 

Mr. Teacve. Carpenters, plumbers, farmers, for instance. 

Mr. Stevens. Well, it is on an individual claim basis now, Mr. 
Teague. They have a—well, a dollar value of $105 monthly where 
there is one parent, or where there are two parents not living together, 
and where tlfere are two parents living together, $175; that is prima 
facie evidence of dependency in the case of the one parent or of the 
two parents. Then there are exclusions on account of medical expense, 
payments made by the Government, or on account of the children for 
whom the parents are responsible for support, so much is added to that 
$105 or $175, $45 each child. 
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Mr. Treacue. Do they estimate the income for a year? 

Mr. Stevens. They do, yes, sir. It ison a calendar year basis. But 
except as a spot check, Mr. Teague, inquiry is not made into the 
dependency of a parent once established. That is not 

Mr. Tracur. I understand it was one the basis of estimating their 
income for a year. 

Mr. Srevens. Yes, sir. 

Mr. Teacvur. Then the next year that they ask for their income for 
the prior year? 

Mr. Srevens. No, that is as concerns death pension for widows and 
children. Parents aren’t in on death pension. Or as concerns dis- 
ability pension for veterans permanently and totally disabled. 

Mr. Teacur. What does the VA do if this person drawing a pension 
estimates a certain amount and then when the year is over they find 
out that they exceeded the amount. 

Mr. Srevens. You are speaking of the non-service-connected pen- 
sion, disability or death ? 

Mr. Treacur. Yes. 

Mr. Srevens. Not of compensation ? 

Mr. Tracue. Yes. 

Mr. Srevens. As to that a veteran or a widow or child in receipt 
of pension is informed when the award is made that it is incumbent 
upon each to inform the Veterans’ Administration at such time in a 
year in which pension is payable, that they expect that the income will 
exceed the statutory limitation of $1,400 or $2,700, respectively, per 
annum. 

If the timely advice is given the VA, then the award is discontinued 
as of date of last payment, and if in the following year that veteran or 
widow or child informs the VA that unexpectedly the income had 
not exceeded the limitation, they will pick up the award from the 
date following discontinuance. 

If, however, there is a failure on the part of the veteran, widow, or 
child to inform the VA when the income exceeded the limitation, then 
they may go back and collect or seek to collect, discontinuing the 
award, the ‘payment of pension that was made fr om the beginning of 
the calendar year in which the income exceeded the statutory 
limitation. 

This is subject to waiver, if it would be against equity and good 
conscience to collect, or would defeat the purposes for which the 
award is made. And if there is a willful intent of the person to de- 
ceive the Veterans’ Administration, that person is liable to forfeit his 
right, or her right. 

Mr. Tracue. As far as you are concerned you are satisfied with the 
determination of income as now practiced by the Veterans’ Adminis- 
tration ? 

Mr. Srevens. For death pension or disability pension purposes? 

Mr. Tracur. Yes. . 

Mr. Stevens. Yes, sir. 

Mr. Corcoran. One additional comment: Our observation has been 
that the VA has been quite careful about this problem. And if in the 
beginning of a calendar year the claimant estimates that she is going to 
receive less than the statutory sum but yet has been receiving in 
excess of it in the past year, the adjudicators are authorized to with- 
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hold the determination. They may even withhold the determination 
until the end of that year. 

Mr. Kraanev. And, Mr. Teague, may I at this point bring out that 
we don’t get confused between death compensation for parents and 
death and disability. pension for widows, children, and veterans, 
which is not in here right now and hasn’t been in. 

Mr. Srevens. I might mention to Mr. Teague, Mr. Kraabel, that 
it is our belief that if the draft bill, when it becomes a bill and num- 
bered, contains the provision it now contains, that there will be neces- 
sary, because this is an independent substantive law, there will be 
necessary, I think, a section in the bill which would provide authority 
for the Administrator of Veterans’ Affairs to issue instructions and 
regulations to implement the bill. 

And I would think that he would need to provide some such proce- 
dure as was discussed with you, Mr. Teague, for purposes of an 
award of death compensation to parents as is now done for the pur- 
poses of disability and death pension in the non-service-connected case. 

And that brings me, I might mention, to a suggestion we make as to 
section 204 (f) which requires in the draft bill on page 15, line 10, 
that the Administrator upon learning that overpayments were made to 
a parent shall deduct the overpayments from any future payments. 

I would think that in some cases there would be a waiver which 
would be authorized under section 208 (h) which is on line 7 of 
page 20, that is, where the person was without fault. 

What I do believe, Mr. Chairman, and members of the committee 
is that subsection (f) should be stricken and the Administrator em- 
powered to devise a means by which he would prevent as far as 
possible any overpayments, and then provide for collection or waiver 
as he deemed necessary. I think that is an administrative deal. 

Mr. Harpy As a matter of fact, as I read the bill, section 208 (h) 
would apply to this 

Mr Stevens. It would apply, sir, it would apply, Mr. Chairman. 

But that would mean that each case would have to be referred to a 
committee on waivers in a field installation or the central committee 
on waivers and forfeitures here in Washington, and could create an 
administrative headache, an overload of unnecessary work. Whereas 
if he could, instead of being obliged to do what is called for here, 
issue such regulations as he did for the purposes of disability and 
death pension, then he might meet the situation and I am sure it would 
be to the satisfaction of the Congress. 

Mr. Harpy. Mr. Carnes, I think you ought to particularly talk to 
Mr. Bland and some of the VA people on that. 

Mr. Carnes. Yes. 

Mr. Kraaset. A point on that, Mr. Chairman, just as an example: 
Under the old arrangement it was that any overpayment, $500 or 
more, would have to come in from the field to central office to pass 
upon for either collection or waiver. We went to the VA here about 
2 months ago and said in the interest of obviating this big load that 
was piling up here, that they raise that limitation so the field offices 
could handle anything under $800. And they went along with that. 

Mr. Harpy. I certainly concur with you in the desirability of 
making this thing as simple as possible and decentralizing it as much 
as wecan. That is the kind of thinking the committee certainly sub- 
scribes to. 


65018—55——37 
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Mr. Svevens. In my prepared statement, Mr. Chairman, I set forth 
the tables that we would recommend for income limitations for the 
award of total or partial dependency compensation. Then on page 7 
of the statement, as to the draft bill under 204 (g) page 15, line 14, 
we recommend substitute language. We would recommend exclusion 
of payments because of disability or death under any laws admin- 
istered by the Veterans’ Administration, other than the servicemen’s 
indemnity, m the computation of annual income for a parent. 

We would also in that substitution for the existing language, 
recommend the exclusion from consideration as income of the cost 
of medical care. 

This language is just thrown out for the committee’s consideration 
because we know you have experts with you that are working on this 
that would know better how to handle it than we. But those are 
things that we think need to be considered. 

Mr. Harpy. Thank you for bringing them up. 

Mr. Srevens. And may I say, sir, the reason we recommended 
exclusion from consideration in 204 (g) subsection any payments 
made because of disability or death, except the serviceman’s in- 
demnity, is because we truly believe they should be. 

We want no offset against contract insurance payments for the in- 
parents’ cases. There is no offset now proposed in the draft bill in 
the case of the widow or child. We believe there should be none. 

And then we believe if a parent is entitled to disability compen- 
sation by virtue of his own service, the payment should not be con- 
sidered income to deprive him of a dependency compensation award 
because of the death of a son, and that if a parent is entitled to 
death pension by virtue of the service of her husband, to compensa- 
tion because of a disability she incurred herself in line of duty in 
active service, she should also be entitled in our judgment to de- 
pendency compensation based upon the death of a son. And in 
spite of the provisions in the draft bill of subsection 501 (n), of 
which I have cited the effect on page 9 in my prepared statement, 
a parent might not benefit. 

Mr. Bares. I guess the committee just didn’t take that into con- 
sideration, did they, Mr. Chairman ? 

We have smaaltiple deaths in the family. 

Mr. Harpy. I don’t know. We got into some complications in dis- 
cussing that thing. 

Mr. Bares. Sullivan family. But I don’t think we gave any 
thought to the father-son relationship. 

Mr. Stevens. It might be a sasthot hee situation. The mother 
might have served as a yeomanette in World War I. 

Mr. Harpy. We did have that question, the fact of the matter is 
we had a husband-wife and others. 

Mr. Tracur. What if both the mother and the father were service 
people, do you still think the children should draw both benefits ? 

Mr. Srevens. If the mother died as a result of a service-connected 
disability and the father died as a result of a service-connected dis- 
ability? I think, losing two parents, that child would deserve two 
awards, 

I truly de. 
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Mr. Harpy. But there you are in this kind of shape: You have got 
a separate situation for the treatment of a child where there is no 
widow, and in this case you would have presumably a benefit accruing 
from both based on the child without a mother. 

Mr. Srevens. Well, as I understand it now, Mr. Chairman, under 
death compensation laws, if there is a mother, a veteran, and a father, 
a veteran, both die from service-connected disability, two awards of 
death compensation would be made. I don’t believe it unreasonable. 
The VA would correct me if lam wrong. I think there are some folks 
here. 

Mr. Bares. We have actually had such cases. 

Mr. Stevens. Mr. Bates, I think there are such cases. 

Mr. Tracue. We have got a case where there was a mother and a 
father both discharged from the service because of mental disabilities 
and have children and were drawing benefits either 3 or 4 different 
ways there. 

Mr. Bares. We are not talking about anything that is expensive, 
as far as the overall plan is concerned, it is just a question of equity, 
that is the only thing. 

Mr. Kraaset. That is right. 

Mr. Harpy. One thing about that kind of a situation, as Mr. Bates 
points out, there is not too much involved in the way of cost. That 
isn’t exactly the point. But here is a kid over here lost his mother 
and father both, one of them in the service, and that child is getting 
benefits only because of one parent and he has one right next door 
who gets benefits because of two parents in exactly the same sort of 
shape. I don’t know how you would differentiate. 

Mr. Stevens. Mr. Chairman, my thinking on that is this: In the 
one case where you would award two benefits to the child, each parent 
has earned an entitlement. In the other case where you would award 
but one benefit, only one of the parents had served, the other had not. 
And this draft bill is for the purpose of recognizing service, not rec- 
ognizing the situation otherwise. 

Mr. Harpy. Of course then you get right back into the point where 
you can’t adequately recognize the service anyway, so we do the best 
we can. 

Mr. Srevens. You are going to have a time of it yet before this is 
over, Mr. Chairman. 

Mr. Harpy. Yes. 

Mr. Stevens. May I speak next to death gratuity ? 

We do hope sincerely that the select committee will give great con- 
sideration to our proposal as concerns the parent. 

As to death gratuity, we are in agreement with the draft bill’s pro- 
visions relating to this benefit but have one suggestion to offer, namely 
consideration might be given to extending the death gratuity cover- 
age for 120 days following the separation from active service of a 
person who has been ordered into active service for a period of more 
than 30 days. The reason for that is indemnity coverage, as we under- 
stand it, would be no longer provided, say this bill passes, on and 
after January 1, 1956. 

Indemnity coverage extends for 120 days past service. There is 
no contract insurance in the average case. 
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The indemnity payments in the deaths in which awards have been 
made as of June 30, 1954, according to the Administrator’s annual 
report for fiscal 1954, were on lives in which 91.5 percent of the deaths 
occurred in service, and in which 8.5 percent of the deaths occurred 
within the 120-day period following separation. 

Mr. Bares. Your point is to give them time to get insurance on the 
outside? That was the reason under the gratuitous indemnity ? 

Mr. Stevens. Nosir. That was the reason under indemnity, and to 
enable them to get home and get somewhat adjusted. 

Mr. Bares. It was because they were going through a period of no 
coverage. That is the reason for it in the other bill. Is that what 
you are thinking of here? 

Mr. Srevens. Well, Mr. Bates, not exactly—this is just a sugges- 
tion we make because we do believe here is something that would 
afford a little extended protection in recognition of the person who 
has been ordered into active service for in excess of 30 days. 

Mr. Kraaset. We also have the case in mind, Mr. Bates, of the 
man who is rather extensively damaged in service; they try to repair 
him in a hospital; they repair as much as they can, but they can’t use 
him any further in service, so he is separated. But something flares 
up within 3 or 4 months, and he does pass away from the same thing 
that they try to repair him for. 

Mr. Bares. He dies? 

Mr. Kraaset. Yes. 

Mr. Bares. Then wouldn’t he be covered under the bill? 

Mr. Kraaset. No, because he didn’t die in service. So we ask for 
the 120-day leeway as to death gratuity, the same as you had in the 
indemnity, that he might be covered within that reasonable time, 
because—— 

Mr. Srevens. Some of the very sick folks return home to die or it 
might be that they are accidentally killed en route home. 

Mr. Harpy. There might be considerable validity in that thing. I 
don’t know. I have seen some pretty sad cases where death occurred 
within relatively short time after discharge. However, whenever you 
set the thing, you are going to have some of these cases crop up, and 
I don’t know whether you are much better off to extend the thing 120 
days after discharge than you are to cut it off at the time of discharge, 
because just as sure as you do, you are going to have somebody 121 
days. 

Mr. Srevens. Or 122. 

Mr. Harpy. That is right. 

Mr. Srevens. We did think, Mr. Chairman, it is something we 
should present to the committee after our staff discussions. 

Mr. Harpy. I am glad you brought it up. 

Mr. Stevens. You can toss it around. 

Mr. Harpy. It is worthy of consideration. 

But I think regardless of how you fix any cutoff period, you are 
bound to come up with situations which just don’t quite fit. 

' Mr. Srevens. Having in mind, sir, that nearly 10 percent, actually 
8.5 pescent of the deaths in which the serviceman’s indemnity was 
paid occurred in that 120-day period after separation. 


Mr. Harpy. That is a surprising figure to me. 
Mr. Tracue. Did you check into that? 
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Mr. Srevens. I found it in the administrator’s report, Mr. Teague. 

Mr. Teacue. Who generally are they, what was the cause of death ? 

Mr. Stevens. I don’t know, sir. I ran across it in the last couple 
of days in the administrator’s report for fiscal 1954, and I thought it 
was something to put in. 

Mr. Carnes. That is a surprise. 

Mr. Bares. You wouldn’t believe it. 

Mr. Harpy. Is that for 1 year? 

Mr. Stevens. No, sir, this covers the servicemen’s indemnity pay- 
ments made for deaths occurring on and after June 27, 1950, when it 
initially became effective, and the date the administrator’s report was 
prepared, June 30, 1954. That would be over a 4-year span. , 

Mr. Harpy. Eight and a half percent of those occurred after dis- 
charge ? 

Mr. Srevens. Within 120 days. 

Mr. Harpy. That is something we certainly need to think a little 
more abeut. 

Mr. Srevens. Title V concerns amendments and,repeals. We dis- 
cussed briefly in my prepared statement the fact that, as Mr. Kraabel 
recognized, only the impaired risks will be continued, the service- 
man’s indemnity coverage will be abolished effective January 1, 1956, 
and that the nonparticipating 5-year renewable-term insurance will 
be discontinued. 

Then we concluded that statement by saying “the American Legion 
today—I would like to emphasize what Mr. Kraabel has said—asks 
this committee to consider carefully the great benefit which would 
be provided for members of the Armed Forces by restoration of the 
participating contract insurance programs which would enable them 
to contribute toward creation of a survivorship benefit which could 
not be taken from them. One of the advantages of the contributor 
social-security coverage for members of the Armed Forces sanieed, 
we believe, by this committee, is that the servicemen participate in 
the knowledge that they are providing an estate for dependents and 
are paying for something which cannot be taken away. 

“The contract insurance, like the social security, would continue 
after the servicemen became veterans. We sincerely believe that 
servicemen and veterans want to have a part in providing for their 
survivors and urge that this medium be adopted as one of the measures 
through which this committee will present to the House an improved 
survivorship program.” 

Mr. Chairman and members of the committee, I have taken out of 
context a statement by Mr. Ralph R. Lounsbury of January 25, 1951, 
made before the Senate Finance Committee, when H. R. 1 of the 82d 
Congress and related bills were considered before the eriactment April 
25, 1951, of Public 23 of the 82d Congress, which contained the 
Indemnity Act of 1951 and the Insurance Act of 1951. I might furnish 
members of the committee with a copy of this statement as taken out 
of context, even though it is, and insert it in the record, if the chair- 
man. please, to show that he spoke as chairman of the joint national 
life insurance committee of the American Life Convention of Chicago, 
and the Life Insurance Association of America of New York, associa- 
tions of legal reserve life insurance companies. 
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The American Life Convention of Chicago and the National Associa- 
tion of Life Insurance Companies of America compose today about 
98 percent of the legal reserve companies in America, then 96 percent. 

He said that the joint national service life insurance committee of 
those two associations recognized that in wartime they cannot, the 
private underwriters, assume war risks, at normal premium rates. 

Our thought is this: The chairman and the members of this com- 
mittee are definitely interested in providing a long-range program. 
If it is the concensus that at the present time there be no need for 
reinstitution of a life insurance program for servicemen which they 
can continue as veterans just as they can social security, then we 
would think, however, that in the draft bill and in the bill that is re- 
ported by the committee, provision should be made for some type of 
insurance coverage in wartime at least. We would urge that it be 
instituted now, but if the committee thinks it should be instituted only 
in wartime, such a program as provided in World War II or group 
life insurance or something of that character, then it might be pre- 
sented in the bill. 

Mr. Harpy. Mr. Stevens, the committee has been thinking in terms 
of some differential approach in time of war. We haven’t been able 
to devise yet what seemed to be the answer to this kind of a situation 
as you raise it. 

Now, do you think with respect to peacetime operation there is 
any real need for any indemnity program other than the combination 
indemnity and compensation that we have provided in this bill? 

Mr. Srevens. I personally feel—I have always felt—that if you 
can protect over a long term at a stable rate, it is better than to protect 
briefly in a large sum, than to protect only scantily over a longer 
period later. 

Mr. Harpy. Of course the difference there—— 

Mr. Srevens. I like the bill, sir. 

Mr. Harpy. In dealing with a Military Establishment which goes 
from a few hundred thousand as it was a few years ago in peacetime 
up to 12 million, and then back down again, you can’t spread that, as 
far as the individual is concerned, you can’t spread those costs over 
a long period of years, because they are pyramided in there. And 
that is going to happen every time that we have an emergency that 
involves war. We are bound to have those peaks and valleys. 

Now, to a great many of us, and I think there was some discussion 
of it this morning in the testimony, the problem of the career military 
is somewhat different from the problem of the citizen soldier, and 
frankly I have a little difficulty seeing why there would be any ques- 
tion about the reasonableness or the adequacy of this program over the 
long haul. 

Now, it might be that there is some considering, some further con- 
sideration needed for adjustment in case of emergency. 

Frankly, I think it is something that we need to think about. But 
the committee has tried to take an approach in this bill of combining 
the philosophy of indemnity with the compensation philosophy to 
come up with, as first of all, a program that will alleviate hardship 
as far as we can and secondly, to be as equitable as we can make it. 

I know that the Legion joins us in respect to those two approaches. 

Mr. Corcoran. Mr. Chairman, I think there are some advantages 
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to an insurance program which may be desirable even in time of peace. 

First, one that we have discussed already, the right to name a bene- 
ficiary. This is particularly important in the event of a young man 
going into service for a short time on a compulsory basis who might 
not have married, when you have restricted standards for dependency 
of parents. 

Secondly, the feature of a lump-sum payment which probably has 
not been achieved here except on the limited 6 months gratuity basis. 

Thirdly, there are cases of deaths not in line of duty during service, 
which may well not be covered by your dependency compensation 
laws. 

And lastly, death a short time after service from non-service-con- 
nected causes. 

Mr. Carnes. I think you are incorrect on the third point. 

Mr. Srevens. The draft bill provides on page 11 that the death 
be in line of duty. It covers such deaths only for dependency and 
indemnity compensation purposes combined. 

Mr. Harpy. Well, in any event, I think you have brought up some 
points that the committee—in fact, some of these points the committee 
is already doing some further exploring on it. And I don’t know 
whether it is going to be possible for us to devise a differential additive 
program which could be made a part of this bill to be invoked in time 
of emergency. 

I can see some desirability in doing it. I can see some disadvan- 
tages in the various approaches which we have had up to now. 

Mr. Srevens. One further brief comment as regards that differen- 
tial between the time where there is a state of war and when we are 


in a state of—as it is—an insecure os presently. 


It is our belief that there should be for, say, Mr. Carnes might go 
into service as a colonel or as a private. And now he has, like the 
rest of us, fortunately, a good standard of living. Should his death 
occur—we would hope it would not—should his widow be compensated 
at a colonel’s rate of pay because he happened to be a colonel, or 
should she be compensated at a private’s rate of pay because he just 
happened to be a private, in wartime, sir? 

Mr. Harpy. That is just the point that we were discussing a minute 
ago. It is recognized that in time of war you are bringing people in 
from various walks of life and in putting them into the military in 
a relationship—rather in a rank that has no relationship at all to 
their earning capacity on the outside, no relationship between their 
base in the service and the standard of living which they have de- 
veloped in private life. That is certainly so. That is the kind of 
thing that leads me to think that if we could devise some sort of a 
program as an additive program in time of war, it might be desirable 
to do it. We are working on that, and I don’t know whether it would 
be possible to come up with anything on it or not. But it is some- 
thing to think about. 

Mr. Srevens. Sir, in addition, every time you look at this bill, 
vou find something else, Mr. Chairman. 

I finished this prepared statement at 9:30 last night. Then Mr. 
Corcoran got to talking this morning, and we got a few more points. 

Mr. Tracur. Does the Legion have any information as to the num- 
ber of men who came back in the service when Korea started and 
who had private insurance that they lost because of the war clause? 
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Mr. Srevens. No, sir; we don’t have information on that. I wish 
we could furnish it. I do not know if the VA would be able to ac- 
quire the information. 

It is true that a large number carried into Korea their United States 
Government and national service life insurance, a large number, and 
they were under waiver, largely, as concerns those with term policies. 

Mr. Tracur. I know of a few personally who had come out of 
World War II and who had established a private insurance plan for 
their future, and they were recalled on this Korean thing, they go 
over and get killed, and there is a war clause in their insurance and 
their widows were left with certainly not what they had made pro- 
vision for. 

Mr. Stevens. Several cases were brought to our attention from 
Pennsylvania, California, New York, and Connecticut, and there may 
be other States, in which the companies refused to settle the contract 
based upon the war clause in the policy. 

Mr. Cenrenat. The amount oF litigation that we have seen would 
indicate that the number was substantial, in answer to your question, 
sir, 

Mr. Harpy. Before you go on to your other points, there, Mr. 
Stevens, a while ago you called attention to some statement that you 
had taken out of contex from a Senate discussion, I believe. 

Mr. Stevens. Yes, sir. 

Mr. Harpy. Without objection, we would like to have you submit 
that for the record. 

(The statement follows :) 


(Hearing before Senate Finance Committee, January 25, 1951, on H. R. 1, 
82d Congress and related bills:) 


STATEMENT OF RatpH R, LouNSBuRY, CHAIRMAN OF THE JOINT NATIONAL SERVICE 
Lire INSURANCE COMMITTEE OF THE AMERICAN LIFE CONVENTION OF CHICAGO 
AND THE LIFE INSURANCE ASSOCIATION OF AMERICA OF NEW YorK, ASSOCIATIONS 
or LeGaL RESERVE Lire INSURANCE COMPANIES 


I am president of the Bankers National Life Insurance Co., Montclair, N. J., 
but I appear here as chairman of the joint national service life insurance com- 
mittee of the American Life Convention of Chicago, and the Life Insurance Asso- 
ciation of America of New York, associations of legal reserve life-insurance 
companies. 

The American Life Convention and the Life Insurance Association of America 
have a combined membership of 226 life-insurance companies representing ap- 
proximately 96 percent of the legal reserve life insurance in force in the United 
States. The joint committee on national service life insurance of these organ- 
izations was appointed for the purpose of studying the criticisms of national 
service life insurance and the remedial legislation that has been proposed. The 
membership of the committee is comprised of company officials, some of whom 
are actuaries. 


* * * * * * * 


We wish to make it abundantly clear that the life-insurance companies fully 
recognize the need for a Government program which will provide a measure of 
protection to the dependents of servicemen while on active duty in the Armed 
Forces of our country in time of war, or who lose their normal insurability 
while in such service. The life-insurance companies who commonly issue com- 
plete coverage on servicemen during peacetime and even in wartime are in a 
position to offer insurance on a part of the risk, that is, the normal hazards as 
distinguished from the abnormal hazards of service in time of war. When the 
prospects of abnormal hazards of war become too great, the private companies 
cannot issue new insurance to include these hazards without charging premium 
rates which are so high that few servicemen could afford to buy the protection. 
It is obvious that when the Government undertakes to insure these hazardous 
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risks at rates based on normal hazards, the excess mortality cost is borne by 
the taxpayers, as we believe it should be. To the extent that the Government 
insures the normal hazards, Government furnishes coverage which is readily 
available from private insurers. We recognize however that during the period 
of active service while the Nation is at war or in a national emergency, it is not 
practical to limit the Government coverage to death resulting from only the 
abnormal hazards. 

Mr. Harpy. Now, go ahead with those additional points. 

Mr. Srevens. If I may add, also, Mr. Aspinall was advised—he 
is the chairman of the Insurance Committee of Mr. Teague’s House 
Committee on Veteran Affairs—by letter in connection with the 
hearings of May 26 and 27, 1955, the letter being dated May 26, 1955, 
from the American Life Convention and the Life Insurance Associa- 
tion of America, to which was attached a statement that, if the insur- 
ance is restored for members of the Armed Forces, contract insurance, 
it should be on the status quo of 1951. 

I thought you might want to refer to that. It appears in the 
printed report of the subcommittee’s hearings. 

Mr. Harpy. Yes. 

Mr. Srevens. The points that I have now are brief. 

The first is as to cases of parents in deaths before January 1, 1956. 
As we understand it now, if one parent—and they are not living to- 
gether—wanted to take the death compensation, and the other wanted 
to take the dependency compensation, they could not do so. 

In the deaths occurring before January 1, 1956, they would both 
be required under the draft bill’s provisions to take death compen- 
sation or take the dependency compensation under this proposed 
enactment. 

We thought that the committee might consider whether one might 
elect to take death compensation and one might elect to take depend- 
ency compensation, meeting the standards set up under both laws, VA 
regulation 1057 for the death compensation and the provisions of 
section 204 for dependency compensation, give each, not living to- 
gether, the right of choice. That 1s just a thought. 

Mr. Harpy. Yes, that is one worthy of further consideration, too. 

Mr. Srevens. I have thought perhaps the committee might want 
to consider whether or not it would be necessary to define the term 
“masculine” to include the feminine, as a member or former member 
of the uniformed services, unless the context otherwise requires. 

Also on page 36—I haven’t spoken about social-security coverage 
at all. But on page 36 in section 407 (3) the General Accounting 
Office spokesman pointed out that he believed, or that office believed, 
that on line 11 the words “within 3 years” might well be deleted. 

We were looking over this very carefully, Mr. Corcoran and I, and 
thought this morning that the committee should consider or would 
want to consider whether those words are necessary. 

Mr. Harpy. Yes. Our attention has been called to those, and we 
don’t know—we know what we were trying to do. I am not sure 
we did it. 

Mr. Srevens. Yes, sir. 

Now, this is the case of the death of a veteran whose disability was 
acquired as the result of active service before the Armed Forces were 
covered by social security beginning September 16, 1940, and whose 
death on January 1, 1956, or later, resulted from that service-incurred 
disability, and there was no social-security coverage. We ask, if the 
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committee will consider whether or not it should be desirable in view 
of the fact that there will be no social-security payments to a widow 
with children or to children alone, that a seipeneitil dependency 
compensation be awarded them by the VA to overcome the differential. 

Mr. Carnes. That would be a constantly diminishing program, 
wouldn’t it? 

Mr. Stevens. Yes, 

Mr, Carnes. Because of the longevity ? 

Mr. Srevens. Yes. But I think you would want to give them equi- 
table treatment with other survivors and that you should recognize 
that this bill doesn’t quite take them into account. 


Others can elect between greater benefits that they now have or that 
this bill presents. 


They cannot. 

Mr. Harpy. The place where that would become operative would be 
after that widow reached age 65. 

Mr. Stevens. It might be, sir, but the children might be younger. 

Mr. Harpy. You would have some possibility of children, but if 
disability occurred prior to 1940, 15 years have passed since that 
time—— 

Mr. Stevens. Some of these folks wait a while to be married. 

Mr. Harpy. I have heard about that, and I haven’t been able to 
figure that out. [Laughter. ] 

Mr. Srevens. I don’t know why they do it. 

Mr. Harpy. Anyway, thank you for calling attention to it. 

Mr. Stevens. I have nothing further. 

Mr. Harpy. The committee is awfully grateful to you all for the 
care with which you have gone into it. And please express our regrets 
to Mr. Collins that he wasn’t able to be with us. 

But I wish you would tell him for me, and if you are too modest, I 
thing I will do it myself—I think I will do it anyway—I would like 
to tell him what a fine presentation you have made. I do think you 
have brought out many points which show a food deal of thought. 
It sure shows somebody down there has been doing a lot of work on 
this thing. 

Mr. Srevens. Not nearly as much as the committee and its staff, 
thank God. 

Mr. Harpy. We have more to do. 

Mr. Kraaset. I had one sort of valedictory statement to make: that 
we as a staff are very appreciative of the devoted work that has been 
manifested in the production of this bill. I want to also say that we 
have really gone at it conscientiously ourselves in the time we have had. 
We have not only the obligation to prepare presentations to you, we 
have the obligation of clearance with those above us in our organiza- 
tion. As a staff, we are employees. And we have cleared. with the 
top man, National Commander Seaborn P. Collins, and we have cleared 
with Mr. Robert M. McCurdy, our national chairman, who is really an 
expert in this field, although not devoting full time to it. Mr. Teague 
knows him personnally, as does Mr. Bates. 

He is a man that we thought we would have to have here to give 
this presentation. But after consulting with him over the phone, he 
told us what his thoughts were, and we have incorporated most of 
them. I want to say this, that he feels there is a great transition takin 
place for the benetit that flows from appropriations in the form o 
death compensation, gradually shifting over to a participating and 
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contributory basis in social security. He is watching it carefully, and 
it may be that he still will come in to give his ideas. 

I also want to say that sitting at the table here, Mr. Chairman, are 
two gentlemen ; you have heard some from Mr. Corcoran. You haven’t 
heard any from Mr. Mears. Both of them are lawyers; both of them 
took their law under the GI bill, and they are contributing immensely 
to the composite thinking of our group on these problems as they 
come to us. And we are very grateful to them and many other World 
War II veterans who have trained themselves and seen fit to join in 
this work for others that we are now engaged in and have been for 
30 years. 

Mr. Harpy. That is very fine. I would like to say to Mr. Mears if 
he has any comments he would like to make, we would be glad to have 
them. 

Mr. Mears. No, I think it has been adequately covered. 

Mr. Harpy. I would like to ask other members of the committee, 
Mr. Kean, do you have any questions? 

Mr. Kean. No. 

Mr. Harpy. Mr. Bates? 

Mr. Bares. No, Mr. Chairman. I would just like to thank the 
members. They have been very helpful to me while I was chairman, 
and I think today they have certainly indicated they have given an 
awful lot of study to this very ocmusaaaed problem, and I do ho 
they will work with Mr. Carnes the next few days to iron out or estab- 
lish any language which they think might be necessary to establish 
the points. 

Mr. Srevens. Off the record. 

(Discussion off the record.) 


Mr. Srevens To ener with the Chair’s request, I will cooperate 


with your staff, however, I might say that you had the fine services of 
mighty capable people detailed by various agencies and of a great 
draftsman, Jim Menger, and his associates. 

Mr. Carnes. In addition, Mr. Filson of that office is doing all the 
work on the social security aspects of this bill and not only have we 
got two working down there, we have so many of them tied up down 
there, as you know, they are calling us up and asking for a little help 
themselves. 

We have a letter here from the United States Chamber of Com- 
merce, addressed to you as chairman, commenting on the proposed 
draft bill, and they ask that it be inserted into the record. 

Mr. Harpy. Without objection, it will be inserted. So ordered. 

(The letter follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 


Washington 6, D. C., June 10, 1955. 
Hon. Porter Harpy, Jr., 


Chairman, Select Committee on Survivor Benefits, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Harpy: The Chamber of Commerce of the United States supports 
the enactment of the Uniformed Services Survivor Benefits Act on which your 
committee is now holding hearings. Three aspects of this measure are of par- 
ticular interest to the National Chamber. 

First, equalization of benefits, according to rank, for survivors of persons who 
die while on active duty, is essential if current efforts to make military service 
more attractive as a career are to succeed. One of the weakest aspects of our 
national security program today is the low rate of reenlistments in our armed 
forees. Exhaustive field studies of the reasons why officers and enlisted men 
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of all ranks and skills are leaving military service in such large numbers point 
to the inequalities and inadequacies of the present survivor benefit laws as a 
major cause of this costly turnover of skilled personnel. 

Under the hodgepodge of laws now governing survivor benefits, there is a 
yariation of as much as $400 a month for survivors of personnel of comparable 
rank who die under comparable conditions. Furthermore, 4 different congres- 
sional committees have acted in this field and survivors must seek their benefits 
from 4 separate Government agencies. 

Second, members of the national chamber, in a referendum vote, recommended 
that the Federal old-age and survivors’ insurance benefits program should be 
made universal in coverage and eligibility. To achieve the basic objective of 
this program—providing a “floor of protection” to all retired workers, family 
dependents and survivors—-all workers and employers should be taxed to pay 
these current benefits. By eliminating the present exclusions, no worker would 
have thin protection reduced by gaps in his coverage. The in-and-out movement 
from covered jobs has reduced the effectiveness of the program in the past. 

The social-security provisions in the Uniformed Services Survivor Benefits 
Act are important steps toward making this program sound. This is particu- 
larly true with respect to: 

1. The extension of coverage to the military services on a contributory basis. 

2. The extension of eligibility for benefits (blanketing-in) to survivors of 
World War II veterans with less than 18 months of coverage. 

3. Termination of the $10,000 indemnity and adjustment of the level of bene- 
fits to dependent survivors is favored. Our membership supports reasonable 
provision, by Government, of benefits for survivors of deceased servicemen, but 
they believe an incentive should remain for servicemen to supplement such bene- 
fits for dependents by personal insurance and savings. Adjustment of benefit 
levels should not exceed reasonable limits. 

The provision of death compensation, instead of the system of gratuitous in- 
demnity, is supported as more consistent with our views. BExcept for servicemen 
who have become physically impaired while in service, and lost their normal 
insurability, survivorship benefits should not continue beyond the period of 
service. Such continwance would be direct Government competition with private 
insurance. 

The chamber also is particularly pleased by the fact that survivor benefits, 
under the proposed act, would cost $103 million less annually than do the eur- 
rent programs. 

I would appreciate your making this letter a part of the hearings on the Uni- 
forméd Services Survivor Benefits Act. 

Cordially, ; 
CLARENCE R. MILeEs. 

Mr. Carnes. Mr. Chairman, as we are about to conclude our pub- 
lic hearings with this session I would like to state that I feel there is 
certain data, valuable data which perhaps inadvertently has not been 
made a part of the record. With the permission of the committee I 
would like to be authorized to insert in the appendix of the printed 
hearings any materials available to the committee which may further 
explain certain committee actions or considerations on various points. 

Mr. Harpy. I think that we certainly want to make available to 
all interested parties any information available to the committee. If 
there is certain pertinent material which has not been made a part of 
the record perhaps it should have been. But by the same token I 
do not think that we should expand our appendix to the printed hear- 
ings to include any extraneous matter. 

If there is no objection from any member of the committee, then 
I say place in the appendix such vital information as may appear 
proper which may inadvertently have been omitted. 

(This data will appear as appendix U.) 

Mr. Harpy. I think this is a good time to stop and the committee 
will stand adjourned, subject to further call by the chair. 

This will conclude this phase of the hearing. 

(Whereupon, at 3:50 p. m., the committee adjourned, subject, to 
the call of the Chair.) 
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FRIDAY, JUNE 17, 1955 


House or REPRESENTATIVES, 
SeLect ComMItree on Survivors Benerirs, 
Washington, D. C. 

The committee met at 2 p. m., Hon. Porter Hardy, chairman of 
the committee, presiding. 

Mr. Harpy. Let the committee come to order. 

We are glad to have with us today the Railroad Retirement Board, 
and we are particularly happy that we have all three members of 
that board. 

Before calling them, I would like to just make a comment or two 
in connection with the problems of the committee insofar as they 
relate to railroad retirement. 

This committee was established for the aes of trying to inte- 


grate and to make some sense out of all of the varied poegeee under 
which survivors of military personnel may receive benefits. 
It is a highly = problems. It is a problem that this com- 
i 


mittee has been working on diligently for a long period of time. 
Actually, insofar as the complexities are concerned, railroad retire- 
ment is a relatively small element in this total picture. 

Involved in this subject are some rather far-reaching considerations 
affecting social security and affecting various benefit programs of the 
Veterans’ Administration, including the insurance and gratuitous 
indemnity program, and some considerations of military retirement 
benefits that have to be taken into account in trying to work out this 
program. : ate 
So in the course of this rather lengthy and intensive effort the 
committee has developed a program that cuts across all of these 
various different aspects of benefits to the survivors of military per- 
sonnel who die on active duty or as a result of active military service. 

It has been our purpose to try to approach all of these problems 
in a fair manner. 

We have sought the assistance and cooperation of the agencies 
involved, of the veterans organizations, of the various service organi- 
zations, and now we are seeking the cooperation and assistance of 
the Railroad Retirement Board. 

It had occurred to the committee that certainly the best agency 
to advise this committee concerning appropriate modifications to 
the Railroad Retirement Act would be the Railroad Retirement 
Board. 
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We had the assistance of certain personnel of the Board in trying 
to be sure that the amendatory language adopted by the committee 
or proposed for adoption into this legislation to accomplish essen- 
tially three major objectives of this committee. 

The first is to protect the legitimate rights of the beneficiaries of 
any individual who is killed in active iotiary service or as a result 
of active military service and who might be covered under the rail- 
road retirement system. I say the first concern was to protect that 
individual’s beneficiaries. 

The second was try to be sure that no injury was done to that 
individual’s retirement rights, under the railroad retirement system. 

And the third, was to try to see that the railroad retirement fund 
would be properly reimbursed for any expenses which accrued to 
it because of military service of people who were covered under 
the railroad retirement program. 

Now, those were the major objectives of the committee. And it 
was in the interest of trying to accomplish those objectives that we 
sought the assistance of the Railroad Retirement Board. 

Now, I think it might be well at this point if you members of the 
Retirement Board would just have seats around the table there. I 
wonder, first of all, whether 

Mr. Carnes. May they identify themselves? 

Mr. Harpy. Yes. 

Colonel Kelly, would you identify yourself, and let the other mem- 
bers of the Board identify themselves for the record ? 





STATEMENT OF COL. RAYMOND J. KELLY, CHAIRMAN, RAILROAD 
RETIREMENT BOARD; ACCOMPANIED BY HORACE W. HARPER, 
LABOR MEMBER; AND FRANK C. SQUIRE, CARRIER MEMBER, 
RAILROAD RETIREMENT BOARD 


Colonel Ketxy. Well, I am Col. Raymond J. Kelly, Chairman of 
the Railroad Retirement Board. I have been chairman for about 22 
months. I have been a member of the Board, and Chairman about 
22 months. 

Mr. Harpy. The committee is glad to have you. 

Mr. Harper? 

Mr. Harrer. My name is Horace W. Harper. Iam the labor mem- 
ber of the Board, and as required by statute, I am the advocate of the 
employees in Board matters. 

Mr. Harpy. That is fine. 

Mr. Squire? 

Mr. Squire. My name is Frank C. Squire. I am the carrier mem- 
ber of the Board. 

Mr. Harpy. Do you likewise have a responsibility by law to be an 
advocate for the carriers? 

Mr. Squire. I wouldn’t put it ate so strongly as that. 

Mr. Harpy. Well now, Mr. Harper put his that way and I just 


wondered if you all were more or less adversaries or a counterbalance. 

Mr. Squire. Most of the time we agree. Occasionally we do not. 
And then of course, very frequently the difference is due to our repre- 
senting two different interests. 
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Mr. Harpy. Well, I wonder if we can say it this way, that more 
— you have objectives which are mutually desirable than other- 
wise 

Mr. Harper. That is right. 

Mr. Squire. Oh, ye that is certainly true. 

Mr. Harpy. So that being the case, Colonel, your job is a simple 
one, at least, at those times ? 

Colonel Ketiy. Well, I am sort of a glorified referee, as I told you. 
| Laughter. ] 

When they agree, there is nothing particularly for me to do. 
| Laughter. | 

Because I couldn’t do anything if I wanted to different—— 

Mr. Harpy. You couldn’t do it by yourself, could you? 

Colonel Ketty. No, sir. 

If they disagree then I have to be the party who casts the deciding 
vote. I am the umpire, and I tell them who is in and who is out. 

Mr. Harpy. I will tell you what let’s do. 

Let us see if we can set a model for continuous operation here this 
afternoon and see if we can have a mutual unanimous agreement all 
the way through. [ Laughter. | 

I trust that would be agreeable to all of you, if we can work that 
out. 

I wonder if we could start off in this fashion. I outlined a mo- 
ment ago the general broad outline of the objectives that the com- 
mittee has, ni I would like to have a comment from each of you 


as to whether you are in agreement with those objectives. 
Colonel Keiiy. Of course, my personal interest to your objec- 


tives conflicts in some degree with my duty as Chairman of the Rail- 
road Retirement Board, because I am a past national commander 
of the American Legion. 

Mr. Harpy. I don’t see why that puts you in conflict. 

Colonel Kerry. If the Railroad Retirement Board—I would say 
as the past national commander of the American Legion, so far as the 
veterans are concerned, I think there is some benefits to be derived 
from this program. 

However, it is necessary that I do everything I can—TI think it is 
my duty to preserve the railroad retirement fund. 

Now, I understand that is one of your objectives, to keep the fund 
intact. But the information I get is that even with the amendments 
that are proposed there would be a certain amount after next Janu- 
ary that fui en coming to the fund or has been credited to the fund 
that will stop. If that is trae—— 

Mr. Harpy. Now, let’s talk at the moment about the policy objec- 
tives of the committee, and let’s consider that approach before we 
get into the specifics. Because I am going to give you an opportunity 
to diseuss in detail the proposed draft of the bill as it relates to rail- 
road retirement. 

I take it that you are not in disagreement with the objectives of 
the committee to see that at least the fund does not suffer injury? 

Colonel Ketxiy. That is right. 

Mr. Harpy. Would you other gentlemen agree with that 
philosophy ¢ 

Mr. Squire. Yes, certainly. 

Mr. Harper. Yes, sir. 
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Mr. Harpy. Now, to get to one other aspect here, Colonel, I have 
a little trouble seeing why there would be any conflict of interest. be- 
tween your objectives in this matter and the objectives—that is as 
an individual, and as a member of this Board. 

Certainly, this Board, as American citizens, has an interest in a 
reasonable and equitable program of survivor benefits to people in the 
military establishment. Each of you does. 

Each of you has an interest in protecting the rights of the members 
of the railroad retirement system when they are called to active duty, 
and in the service of the country. I believe you would all subscribe to 
that, wouldn’t you? 

Mr. Squire. Yes. 

Mr. Harper. I would. 

Mr. Harpy. So certainly, insofar as objectives are concerned, there 
ought to be complete unanimity on the part of the members of the 
Board with the objectives of this committee. 

Because none of us has a personal axe to grind in this matter at all. 

Maybe now we ought to get down to a question of the specifics. 

Mr. Carnes. [ Aside to the Chairman. ] : 

Mr. Harpy. With the technical assistance—and I want to emphasize 
the word “technical,” of Mr. Schreiber and Mr. Niessen, we have had 
drawn up three pages representing amendments to the Railroad Re- 
lirement Act. 

To give you a slight indication as to the relative size and amount of 
legislation involved, there [indicating] is the most recent draft of 
the bill, other than the railroad retirement aspects of it. 

So from the standpoint of the overall concern of the committee, this 
is a relatively small part of it. 

But we have had drafted a proposed section of the bill to relate 
to railroad retirement legislation, and I would like to know if you 
gentlemen have had an opportunity to review this legislation and if 
so I would like to have each of you to comment on it. 

Mr. Ketty. I have not had the time to even read it. I received it 
at a quarter to 2. 

The Cuatrman. Well, you haven’t had very much opportunity, I 
wouldn’t think, then, Colonel. 

[ Laughter. | 

Mr. Harpy. Maybe the other two members have. 

Mr. Squire, have you had a chance—— 

Mr. Squire. Yes, I got a hold of this last evening, from one of our 
men, and I read it. This morning we were busy all morning in 
another hearing here. 

_ Mr. larpy. Well, Mr. Harper, you have had a chance to go over 
it, too! 

Mr. Harper. I only got it this morning, myself, and I have seen 
un analysis of it by Mr. Schreiber and I have discussed it with him and 
I am reasonably familiar with what is included here. 

Mr. Harpy. Well, that is fine. 

Now, I wonder if we might take this thing section by section, and 
see whether we have accomplished in these sections the objectives that 
we started off with. 

Mr. Nelson, come on up here. 

You have been working on this thing with us. 
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You know this section by section, thoroughly. 

Come up here by Mr. Carlson. I am going to borrow you here for 
a minute. 

Mr. Carnes. Mr. Kelly, I might mention at this time, Mr. Nelson 
is with the General Accounting Office. When Mr. Niessen and Mr. 
Schreiber came down, we told them frankly that the consideration of 
discontinuing this $160 a month gratuitous wage credit was perhaps 
somewhat of an afterthought with the committee. 

If it hadn’t been, certainly we would have had you all in. We have 
been working on this 8144 months. We would have had you in sev- 
eral months ago. We didn’t really realize the full significance of your 
part in this. At that time, we told Mr. Niessen and Mr. Schreiber, 
that the committee would have, because of all of the other considera- 
tions they had, largely rely on the advice and counsel of the Gen- 
eral Accounting Office in this specific area. 

So that is why Mr. Nelson is very much in the picture at this par- 
ticular time. 

Mr. Harvy. What we wanted to be able to do was to rely on Mr. 
Nelson in cooperation with Mr. Schreiber and Mr. Niessen. Unfor- 
tunately, you people blocked that a little bit. But we did have a 
lot of help out of those two gentlemen, for which the committee is 
very grateful. Now, Mr. Nelson, you have been through this thing 
section by section. 

I have a pretty good idea of it all the way through. But let’s take 
it section by sectton, and see what the first section does. 

Mr. Netson. The intent of the first section as shown on the first 
page is to terminate the $160 free wage credit at the end of 1955, 
and to substitute for it a wage amount equal to the base pay of the 
man in the military service beginning January 1, 1955. 

Mr. Carnes. Mr. Nelson, suppose we stop there, and ask these 
gentlemen if they have any objection to terminating the $160 wage 
credit under the Railroad Retirement Act? 

Mr. Harper. Yes, sir, I do. 

And let me make this explanation. I am a good American citizen. 
I profess to be and I hope that Iam. However, I am in the position 
of being the trustee of a trust fund and I have an obligation resting 
on me to make sure that that fund is preserved and enhanced, and 
1 try to the best of my ability to do that. 

I make that explanation so you will know I am not just being ob- 
stinate for the i of being obstinate. 

Mr. Carnes. Would you oppose the $160—the termination of the 
$160 wage credit if it could be shown that it did not adversely affect 
the interest of the fund? 

Mr. Harpy. Well, now, let’s wait a minute. 

This question of terminating the $160 wage credit: I am having a 
little trouble seeing how that affects the fund. 

Mr. Harper. If you would let me explain just a minute, I think 
I can make that clear. 

Mr. Bares. Let him explain. 

Mr. Harpy. That is what I would like for you to do. 

Mr. Harper. After January 1, instead of getting 1214 percent on 
$160, our board will only get the added cost resulting from the mili- 
tary service of the employee, provided that he elects, of course, to 
count his military service as railroad service. 

65018—55——-38 
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So on and after January 1, we suffer the loss of the difference be- 
tween 1214 percent on the $160 and the added cost resulting from 
crediting the employee’s military service. 

Mr. Harpy. That, I don’t think is the question that is at issue here, 

. Mr. Harper. 

The question here is the amount of coverage. 

Mr. Harper. Well, I have some objections on that score. 

Mr. Harpy. I think that is the point that we are concerned with 
in this particular section. 

As the thing stands now, there is a wage credit of $160 applying to 
every one who is eligible for railroad retirement wage enedita 

Mr. Harper. [ Nods.] 

on Harpy. Regardless of what his earnings had previously been, 
it is $160. 

Now, under the proposed language of this bill his wage credits 
would be based on his base pay in the military, which would range 
from $87 to $350. 

I think it is 78. 

Mr. Carnes. Yes, 

Mr. Harper. That is exactly the point that I was fixing to make. 

Mr. Harpy. All right, go right ahead. 

Mr. Harper. This was a veterans benefit in the beginning. Con- 
gress had it in mind, and I think provided, that a railroad man enter- 
ing military service should not suffer any loss in his retirement bene- 
fits by reason of his military service. 

So they arrived at the figure that $160 a month was about the 
average wage on which the average annuity was based at that time. 
It is considerably higher now, but as of the passage of the bill, the 
average annuity for a railroad man was based on an average wage of 
about $160 per month. 

So the bill provided that the Government would pay both the em- 
ployer and the employee tax on that amount. 

Mr. Carnes. What was the tax rate at that time, Mr. Harper? 

Mr. Harper. Oh, around—— 

Mr. Carnes. Considerably less than 1214 percent, wasn’t it? 

Mr. Harper. Oh, yes, it was less than 1214. It was about 5 or 6, 
somewhere along in there. 

Mr. Carnes, All right, sir. 

Mr. Harper. But if I have been correctly informed, the man en- 
ters military service in practically all cases—in all cases but with few 
exceptions, the man begins service as a private, and during the term 
that he serves as a private, he gets only $87 a month. I had $99.37 
there. 

I guess that is the difference between the private and the private 
first class. Then a man only becomes a corporal after he served a 
period as a private and as a private, first class, and when he gets to be 
a corporal his rate is still $122.30, which is considerably below the 
$160 level. 

Then when he gets to be a sergeant, he gets credit for $145.24, 
rather than the $160. And without knowing, but making a good 
guess, I think, comparatively few railroad men in the way that they 
are used in military service will ever progress beyond that grade of a 
sergeant, except, of course, some technical people from the Engineer- 
ing Corps and people of that sort. 
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So that is I see it, we are reducing the credits for benefits from 
$160 a month down to some lesser figure. 

Now, I grant you that the range runs from $78 up to $350, the 
maximum, of course, but now your average—is it a weighted average 
or is it a common average? There is a considerable difference between 
a common average and a weighted average. 

If you have 10 men making $6 a day and 1 man making $10 a day, 
it can’t be rightly said that the average wage is $8. That is the 
common average. 

Mr. Harpy. Well, I don’t think the committee would undertake to 
say that the average wage here would be a simple average between 
$350 and $87—$78. 

I don’t know whether we have any figures on—do you have any 
figures on the number of people that are involved in railroad re- 
tirement ? 

Mr. Netson. No; we won’t. They may have them. 

Mr. Harpy. Do you have any figures on the number of railroad 
or eligibles who received military credits during World War 
Il 

Mr. Harper. Our staff does, but I don’t have them, Mr. Chairman. 
I am sorry, I can’t give you those figures. 

Probably —— 

Mr. Harpy. Mr. Niessen, I wonder if you have any figures for a 
recent fiscal year, which would probably be better ? 

Mr. Niessen. Mr. Chairman, for a recent fiscal year, we don’t have 
it, because the latest study we made on military service went to the 
middle of 1948, and right now, we are engaged in a second military 
service study which takes up the period from July 1, 1948, to the 
end of 1954. 

Mr. Harpy. Now, do you have some figures—— 

Mr. Nigssen. We have no figures on it yet, because we are now still 
in the process of clearing the records with the Defense Department. 

Mr. Harpy. Do you have figures on the previous studies 

Mr. Niessen. On the previous, I think we have. 

Mr. Harpy. Well, if you do, the committee—— 

Mr. Niessen. I might be able to find them, with your permission. 

Mr. Harpy. Fine. 

Mr. Niessen. If I don’t find them now, we will supply them later. 

Mr. Harpy. Thank you. 

I don’t know that there would be any way, except by a very careful 
analysis, that we would be able to determine what would be a proper 
weighted average. 

But I would hike to ask you this. How much effect does a low wage 
base for 1 or 2 years—for 2 years, have on the benefits accruing to 
the individual. 

Mr. Harrrr. That, of course, would depend upon how much wages 
he made in the other years. 

Mr. Harpy. Well, there is bound to be some effect. I think most 
of us would acknowledge that with respect to the lowest pay grade in 
the military there would be a slight lowering of the benefits under rail- 
road retirement. 

Mr. Bares. That is also true, Mr. Chairman, of social security. 

Mr. Harpy. It is. 

Mr. Kean. Mr. Chairman. 
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Mr. Harpy. Yes. 

Mr. Kean. You haven’t anything like the dropout that is in the 
social security. 

Mr. Harper. No, sir; we don’t have that. 

Mr. Harpy. Now, I wonder, Mr. Squire, if you would like to com- 
ment on that particular point? 

Mr. Squire. On that question, you asked as to the number, right 
now, being inducted or going into the service, from a few figures I got, 
somewhere between five and ten thousand a year. 

Mr. Harpy. Going in now. 

Mr. Squire. If that would do you any good. 

Mr. Harpy. Going in now? 

Mr. Squire. Yes. That is in very recent months, of course. The 
draft is reduced very much, compared to what it was two or three 
years ago. 

Mr. Harpy. That is higher than I would have expected it to be right 
now. 

Mr. Kean. The draft is only 10,000 a month. 

Mr. Kizpay. That is right. 

Mr. Kean. Do they enlist often, or are they just people that are 
drafted ¢ 

Mr. Squire. Then thousand may be too high. I agree with you 
there. 

Mr. Carnes. Mr. Niessen ? 

Mr. Niessen. I have here some papers which indicate that our first 
study, which covered the period through the middle of 1948, included 
something like close to 1 million employees—980,000. ’ 

Mr. Harpy. 980,000. That was at what period ? 

Mr. Niessen. That was for all the years beginning with the Second 
World War through the middle of 1948. 

Mr. Harpy. That would have run, then, from September 1940: 
through the middle of 1948. 

Mr. Niessen. Throught the middle of 1948. 

And what is the rate now we do not know. 

We do not have the figures as yet. We will have it in probably a few 
months. 

Mr. Harpy. Well, Mr. Nelson tells me that the total number of men: 
that went into the service during World War II, which would have 
been a slightly shorter period, was about 16 million. So this would 
give us a figure of a little less than 1 in 16. 

Mr. McKenna. Mr. Chairman, my name is McKenna. 

I think the turnover factor in “Joanie has to be understood in 
order to reconcile the large number of entrants in the military service. 
Whereas there are about 1,200,000 positions in the industry, employ- 
ment each year runs slightly over 2 million. So you might say you 
have 1 million different people entering the industry each one of those 
years in World War II, and a certain proportion of those, in addition 
to the 1 million regularly employed, also went in the military service. 
I think that vastly accounts for the large number. 

Mr. Harpy. Soa great many of those were not career military em- 
ployees, I mean not career railroad employees ? 

Mr. McKenna. Well, that is hard to tell. 

Many of them may have come back into the industry after they got 
out, and many of them may not have. 
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Mr. Carnes. Mr. —— 

Mr. McKenna. I think the study that Mr. Niessen made, that he 
referred to in 1948, might throw some light on that. 

Mr. Carnes. Mr. McKenna, was that rapid turnover fairly true be- 
fore and during World War IT? 

Mr. McKenna. It was more true during World War IT. 

Mr. Carnes. Was it true from 45 to ’48? 

Mr. McKenna. There was less turnover after the war. 

Mr. Carnes. Well, if a man had ever been with the railroad, he had 
had 1 month or 1 year’s service with the railroad, and then he went into 
the military service, did you all require this $160 per month wage 
credit on the tax basis to be paid into the railroad retirement fund? 

Mr. Scurerper. My name is David Schreiber. 

You are correct, but the 1 month of railroad service wouldn’t do him 
any good, unless it was within 2 years before he entered military 
service. 

If a man had 1 year, or 1 month, of railroad service more than 2 
years before entering military service, that wouldn’t do him any good 
for credit, and there would be no tax on this military service. 

Mr. Carnes. What if he had 1 month 1 year before, immediately 
prior to going into the service? 

Mr. ScureiBer. Yes, then that would be—— 

Mr. Carnes. He had credited his account in the railroad retirement 
fund. 

Mr. Scureter. That is correct. 

Mr. Carnes. This $160 based on the tax rate. 

Mr. Scurerper. That is correct. 

Mr. Carnes. What about the men that did not come back to the 
railroads? What happened to their contributions made in their 
behalf? 

Mr. Scurerper. These contributions remained in the Railroad Re- 
tirement Account. 

Mr. Carnes. And he could eventually draw on that, even though he 
had a very brief period of service? 

Mr. ScurerBer. Yes. If he had a total of 10 years of service, he 
would qualify for an annuity under the Railroad Retirement Act, at 
any time he reached retirement age, even though he hadn’t worked in 
the railroad industry for a long time. 

Mr. Carnes. What if he has less than 10 years? 

Mr. Scurerper. Then his credits are transferred to the social 
security system. 

Mr. Carnes. His credits are transferred to the social security 
system. 

Mr. Scurerser. Correct. 

Mr. Carnes. Suppose you have, Mr. Schreiber, a man who worked 
for the railroad 1 year. 

Mr. Scurerper. Yes. 

Mr. Carnes. And went on active duty for 3 years? 

Mr. ScurerBer. Yes. 

Mr. Carnes. And during that period this $160-wage credit, at what- 
ever the tax rate was, was deposited with the railroad retirement fund, 

Mr. Scureteer. That is right. 

Mr. Carnes. That man never came back into the railroad employ- 
ment. You transfer that credit to the social security fund. 
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Mr. Scurerper. That is right. 

Mr. Carnes. You transferred to the social security fund only the 
oe only under social security for the man at that time; is that 
right 

Mr. ScHrerBer. For that man’s railroad service; yes, sir. 

Mr. Carnes. That is right. 

So if the tax rate under social security were 3 percent and you had 
collected 6 percent during that period of time, you would remit 3 

ercent to social security and the railroad retirement fund would 
seep 3 percent. 

Mr. Sraieisib. That is correct. 

You are talking about railroad service only, aren’t you? 

Mr. Carnes. Yes. 

Mr. Scurerper. Yes; that is correct. 

Mr. Harpy. Would that also apply to military railroad credits? 

Mr. Scurerper. No, sir. 

Mr. Harpy. All right. 

Mr. Harper. This is in that connection. His treatment is not 
unlike that of the man who works in railroad service 3 or 4 years, and 
then leaves railroad service. The military man is treated exactly the 
same as if he continued in railroad service during the time he served 
in the military. 

Now, I believe that was the intent of Congress, that he be treated 
the same. 

If a man goes to work in railroad service, and only works 5 years, 
we collect railroad retirement taxes from him, just as was explained 
with respect to the military man. 

There is no difference at all in that. 

That represents one phase of our retirement system which enables 
us to pay uniform benefits. 

Mr. Carnes. You mean you collect railroad payments from him 
after he leaves the railroad ? 

-Mr. Harper. No, no, during the time that he is in there. 

Mr. Carnes. Yes, sir. 

Mr. Harrer. We collect railroad retirement taxes, just like we do 
on the military man in military service. 

Mr. Carnes. Doesn’t a man pay half of that and the Government 
pay half of that? 

Mr. Harper. That is right, or the employer. 

Mr. Carnes. Yes, sir. 

But under military service, the Government paid both the employer, 
and employee contribution tax. 

Mr. Harper. Yes, sir. 

Mr. Carnes. They paid both, did they not? 

Mr. Harper. Yes, sir. 

Mr. Carnes. Maybe Mr. Nelson better proceed. 

We got off here, Mr. Chairman. 

Mr. Harpy. Yes. 

We will get back to where we were. 

Mr. Harper. Might I add this with respect to section 1% Addi- 
tionally, the railroad man in military service now does not pay any 
taxes. Under this bill as it is written here, that man, after January 1. 
would have to pay a social security tax and to that extent he would 
be adversely affected as compared to his present conditions. 





SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 591 


Mr. Harpy. That, of course, is true. 

Under the concept that the committee is working on, everybody in 
the military would be covered under contributory social security, and 
regardless of what his previous employment had been, when a man 
comes into the Military Establishment, whether it be by volunteerin 
or by recall to active duty or by the draft, he would go under socia 
security and pay 2 percent or pay whatever the deduction rate is of 
his base pay. In return for that, however, he gets some rather 
substantial benefits. 

Now, go ahead, Mr. Nelson. 

Mr. Netson. Going on further, on section H (1), that subsection 
provides for an election on the part of the man at the time he retires, 
either for disability or for longevity, to move the military service time 
from the Social Seonsity System to the Railroad Retirement Sys- 
tem. It is a privilege that is accorded the man, that he, after leaving 
military service, acquires considerable status in the Railroad Retire- 
ment System. He then can switch the military time from the Social 
Security System to the Railroad Retirement System. And he would 
make that election at the time he retired. 

He may retire at 65 or retire earlier on certain qualifications for 
disability. That is the main element we are trying to achieve in that 
subsection. 

Mr. Harpy. Do you gentlemen care to comment on that one? 

(No response. ) 

The Cuarrman. All right. We will go ahead. 

I take it that represents—— 

Mr. Harper. If I understand it correctly, that would hold the man 
harmless from any reductions in his benefits by reason of this bill that 
you have here, hold him harmless in relation to what his present condi- 
tion is? 

Mr. Netson. Yes, the effect would be that he would not have those 
years of military service counted as zero years in your formula, but 
would be counted as years of service in your formula. 

Mr. Harper. That is correct. 

Mr. Netson. That would be the effect of this particular section. 

Colonel Ketiy. And the man when he files his retirement, that is 
spe for retirement—— 

Mr. Netson. Yes, sir. 

Colonel Ketry. Could then elect whichever would be more beneficial. 

Mr. Harpy. That is right. 

Mr. Netson. If he chose at that point to move it from social security 
to railroad retirement, he could do so. 

Mr. Harpy. I take it that there would be general agreement that 
that is a reasonable provision ? 

Mr. Harper. I see no injury to the employees by reason of that 
section. 

Mr. Squire. No injury. 

Colonel Ketty. He has his choice. 

Mr. Netson. Our objective there was to protect the man who re- 
tires under your system, that he could then count his military service 
under the Railroad Retirement System. 

Mr. McKenna. Providing he understands the complexities of both 
the Social Security System and the Railroad Retirement System. 
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Mr. Netson. Well, we anticipated of course that at the time of his 
retirement with the Railroad Retirement Board the folks dealing with 
him at that juncture would explain his rights and privileges to him 
and that they would assist him in the filing of a claim. Granted the 
total package is rather complex. 

So maybe you do have to counsel with him anyhow in connection 
with his retirement benefits. 

Mr. Scurteser. Mr. Nelson, I wish to point out that if under the 
Railroad Retirement Act, say at age 40, the man elects to have this 
service included under the Railroad Retirement Act, because he wants 
to qualify for disability annuity without which service he could not 
qualify, he would be precluded, at age 65 from counting his military 
service toward social-security benefits. 

Let us assume that he recovers from his disability when he is age 50 
and his disability annuity stops. 

Then he applies for the age annuity at age 65. 

His selection at age 40 will preclude him from going back to social 
security for credit for that service. 

Is that your understanding of it? 

Mr. Netson. That is our understanding, although that could be 
changed as well if we chose to make the change, the point being that 
once he had made an election to take his military credit into the Rail- 
road Retirement System, that it would be unrevocable, that it would 
stay there. 

Mr. Schreiber was illustrating where he retired on a disability at 
age 40 and his disability was removed by progress in medical science 
and he returned to work at age 50 and then he later retired at age 66, 
for example. 

Having elected at age 40 to take the military retirement credits 
under his disability, retirement at age 40, he would have to also take 
it under railroad retirement at age 66, for example. 

But I think that would be reasonable and an equitable arrangement. 

Mr. Bares. Yes, I think so. 

Mr. Netson, Now, on page 3 there is provision under paragraph 
(3) to authorize an appropriation to the Railroad Retirement Act 
annually, such sums as the Railroad Retirement Board determines to 
be necessary to meet the additional costs resulting from, and it lists 
(A) and (B), as relates to the man who retires for disability or 
longevity. 

And thus the Board would be reimbursed for the excess cost of 
crediting toward annuities of service with respect to which the man 
made an election to transfer his militaray service to the Railroad 
Retirement System. 

And (b), provides the same reimbursement to the fund with respect 
to those few cases which may arise where the survivors elect to move 
the military service to the Railroad Retirement System. 

Now this represents the reimbursement authorization to the Rail- 
road Retirement Act, with an appropriate adjustment of that to reflect 
the financial interchange between the Railroad Retirement System 
and the Social Securial System with respect to military service credit. 

We feel in working this thing out that this language, at least this 
idea, will keep the Board whole and that they will not lose any money 
on this arrangement, but they will be fully reimbursed from two 
sources, one, in some measure from the social-security account which 
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had earlier received the taxes, and more fully reimbursed by an 
appropriation from the Congress. 

Mr. Harpy. Now that is—go ahead, Mr. Harper. 

Mr. Harper. Again semaelilies you that I am trustee of a trust fund 
and that I am looking out for the fund and for the employees. 

This will bring into being a condition under which we operate on 
a cost basis with respect to this segment whereas we operate on a tax 
basis with respect to the other. 

Now all of you gentlemen know without my telling you that no 
insurance system can survive by paying a certain segment on a cost 
basis and another on an annual premium or on a tax basis, something 
analogous to a tax basis. 

And to that extent this Board has our financial setup imperiled to 
the extent that we are removing a segment which is, shall we say, prof- 
itable—that is not a good term, but a segment which 

Mr. Harpy. You do not want to make a profit out of war, do you? 

Mr. Harprsr. No, sir, we do not, but a segment which is least ex- 
pensive, less expensive than the other segment. 

Now Congress had this—you have been reminded of this, perhaps, 
and I hope you will pardon the repetition. 

But as to the cost of benefits for military service in World War I, 
the Board is reimbursed for these benefits on a cost basis and the law 
operated and still operates to pay all of the benefits based on military 
services prior to 1937 on a cost basis. 

In 1941 or 1942, when this act was amended by Congress to provide 
credit for World War II service, the cost of such service to the Rail- 
road Retirement System was accounted for on a tax basis, the theory 
being that Congress wanted to treat a soldier in military service in 
exactly the same manner in which he would have been treated except 
for his military service. 

Mr. Harpy. You are assuming that the Congress after very careful 
deliberation distinguished between these two approaches ? 

I wish that I could share in your feeling of optimism with respect 
to the care in which all these things are understood by every Member 
of Congress. 

But it is pretty hard sometimes for all of us to understand all of 
these propositions. 

And I am thinking right now—you are pointing out a type of ap- 
proach to a reimbursement under the railroad retirement system which 
is directly opposite to the manner in which the social security fund is 
supposed to be reimbursed for the same type of military credits, 

Now the Congress in one case then decided they should pay the full 
tax to the Railroad Retirement Board and in the other case decided 
that they should only reimburse the Social Security Board for the 
actual cost. 

Now I am just in trouble. 

Mr. Harper. Let me give you at least a plausible explanation as 
to that. 

Mr. Harpy. Now if you can do that, you are better than anybody in 
Congress that I know of. [ Laughter. | 

Mr. Harper. Well, I regard it as being plausible. 

Probably you will disagree with me. 


But railroad men are aggressive and alert—I am bragging on 
myself. 
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Mr. Bares. Oh, boy. 

Mr. Harper. They are. 

Mr. Harpy. They will be happy after you get through. 

Mr. Harper. To this extent. 

We have a separate act to govern our labor relations. We have.the 
Railway Labor Act, as distinguished from the Taft-Hartley Act and 
from the bills that apply to others. 

We took the position, and did a pretty good job of convicing Con- 
gress, that our industry was of such a nature as to justify giving us a 
separate system for railroad people. 

Mr. Harpy. You got a preferential treatment? 

Mr. Harper. That is right. I admit it, without blushing a bit in 
the world. [ Laughter. ] 

Then the question of retirement came along. And we sold Congress 
another bill of goods. 

Mr, Harpy. Precious salesmanship, I declare. [Laughter. ] 

Mr. Harper. At any rate we got a retirement system as distin- 
guished from social security. 

Mr. Harpy. And then you even got Social Security to underwrite 
your retirement system. 

Mr. Harper. Well—— 

Mr. Harpy. That is another bill of goods you sold the Congress, to 
use your language. 

Mr. Harrer. That was an inept term that I used. [Laughter. ] 

Mr. Bares. But descriptive. 

Mr. Harper. But the point I am making is this, that railroads— 
railroad men are alert-—— 

Mr. Bares. Before you go any further, Mr. Harper, I was an old 
section hand on the B. and M. 

Now 

Mr. Harper. Then I think perhaps you will pat your foot. 

Mr. Bares. So there are a few exceptions. [Laughter.] 

I think we are a lot more alert to this problem than we were when 
we came in here at 2 o’clock. 

Mr. Harrer. Now let’s put the worst aspect on this. 

Let’s assume that we did sell Congress a bill of goods, which of 
course we will not admit. ‘ney 

But here we do have a better system, a better treatment of our vet- 
erans than is given to them by social security, and now we naturally 
are opposed to anything that 1s any way less favorable. 

Now as an American citizen, I might sit across the table there and 
make the same arguments that you are making, but as the trustee of 
a trust fund and having resting on me the obligation to look out for 
these employees I am naturally apprehensive about any changes which 
will bring about a less favorable condition. 

Mr. Harpy. Let’s see—— 

Mr. Harper. For railroads and for the railroad trust fund and for 
the railroad employees. 

Mr. Harpy. Let’s see if I can. 

Mr. Bates. You want to discriminate toward the railroad 
employees ? 

Mr. Harper. No. 

Mr. Bares. That is what you are doing. 
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That is exactly what you are doing here. 

Mr. Harper. Well, we persuaded Genesee in the beginning to give 
us a better system and we are going to try our best now to persuade 
you to let us keep it. 

Mr. Kean. We can’t say that every soldier is covered by social 
security, except those that once worked for a railroad. 

Mr. Harper. I do not think I understood your statement. 

Mr. Kran. Well, I mean we can’t say, when we put the Armed 
Farces under social security, that the ones who were formerly em- 
ployed by railroads should not be covered by the social security the 
same way everybody else is? 

Mr. Harper. No, but I as the trustee of a trust fund can urge you 
to do that. [Laughter.] Let’s put 

Mr. Harpy. You mean you are going to ask for the moon whether 
or not you can get it? 

Mr. Harper. Just 

Colonel Ketiy. We are trying to keep it. 

Mr. Harper. Just leave my moon alone. [ Laughter. | 

And I do not think that reflects on my citizenship. I know you 
did not mean that seriously awhile ago. 

Mr. Harpy. No. 

What I was trying to talk about awhile ago was this. I think all 
of us have to try to think in terms of the inequities in the total -all- 
over survivior-benefits program. 

That is the thing that concerns us. We are trying our best to 
work the thing out. But in order to do it we are going to have to 
make a universally applicable proposition. 

Now it may be there would he a few slight possible disadvantages 
here because of the $78 credit if a fellow happened to be a casualty 
right in the beginning of his service. 

That might reduce his railroad-retirement benefits a little bit. 

But if it does, it is going to be much more than offset by the im- 
proved benefits that this bill is going to give. 

And we are trying to get something that will be universally ap- 
plicable and we are trying to get a little help out of the Railroad 
Retirement Board, not singling out the railroad employees for treat- 
ment different from anybody else. 

Mr. Harper. Let’s assume that some man or some bank is trustee 
or admisistrator for an estate and in closing out that estate there is 
an income-tax claim against the estate. 

Now the administrator—I think we can all agree on that—would 
immediately do the best that he could for his client and the fact that 
he made some representations to keep that income tax at as low a level 
as possible certainly could not be charged as his being against his 
government. 

So it is here with me. I take rather seriously the confidence that 
has been put in me by the railroad men and the President and the 
Congress to look after the interests of the employees. 

For that reason, I am naturally opposed to anything that is less 
favorable than it is now. 

Mr. Bares. Mr. Chairman—— 

Mr. Harrer. Of course I do not have the decision to make. It 
is wy left to me to persuade you to do that for me, if I can. [Laugh- 
ter, 
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Mr. Harpy. Go ahead. 

Mr. Bares. Mr. Harper, I think the question of justice is the impor- 
tant thing here, whether the thing is right or wrong. 

Now you are not the first one that had to come before this com- 
mittee and make a decision, because under the Federal Employees 
Compensation Act certain reservists were receiving sometimes over 
$700, whereas a man of the same rank might only get $87 if he was in 
another service, in the Regular service. 

But the Reserve Officers Association came before this committee 
and recognized the discrimination and the fact that it was wrong and 
they were the first to recommend that it be corrected. 

So here you are in the same position that they were in, and they 
— their choice, and they have their responsibilities just like you 
1ave, 


Mr. Harper. For me to decide that we are getting too much 
[ Laughter. ] 

Mr. Harper. Would place me in the poution of criticizing Con- 
gress and who am I to criticize Congress? [Laughter. | 
. Mr, Bares. They were—the Reserve Officers Association were in 
the same position. 

Mr. Kiipay. Why should there be an exception, Mr. Harper? 
{ Laughter. | 

Mr. Chairman, in all seriousness, the very reason for the existence 
of this committee is the fact that there have been these various degrees 
of compensation for the survivors of servicemen. 

The fact that under our rules here no one committee had jurisdic- 
tion to equalize them caused the creation of this committee. In addi- 
tion to that, these things that have been in existence in the past as to 
social security have been on a temporary basis. They have been re- 
newed. It has been recently renewed for a limited period of time. 
What we are trying to do now is to get the whole thing equalized 
and on a permanent basis. 

I see your position exactly. I think you see the job we have been 
sent out to do, and we have to come back with a recommendation at- 
tempting to solve a very difficult problem. 

Mr. Harper. Another difficult angle is this. In 1946, 1951, and 
1954 we amended our act to provide greater benefits. We did that 
on the basis and the assumption that these taxes that we are discussing 
here would continue with us. 

So that these taxes have been built into our financial system and 
it is no light thing to tamper with a system upon which several mil- 
lion railroad people are re he for sustenance when they get old and 
when they get crippled. 

For that reason, we have assumed that Congress meant what it said 
when it gave us the 1214 percent taxes, and on that basis we have 
gone ahead and provided increased benefits to our people. Now we 
are in a position of being liable for the increased benefits, despite the 
fact that we will lose the revenue if this bill passes. 

_ Mr. Kean. I am afraid I am a little dumb in this thing. Are you 
being reimbursed now by the Federal Government at a 1214-percent 
rate? 

Mr. Harrer. Yes. 

Mr. Kran. Which you just indicated ? 

Mr. Harper. That is the way it is now. 
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Mr. Bares. That is right. 

Mr. Kran. They are paying you 

Mr. Harver. Twelve and a half percent. 

Mr. Kean. Twelve and a half percent based on this $160? 

Mr. Harper. Yes. 

Mr. Bartrs. Yes, sir. 

Mr. Carnes. Mr. Kean, they have been paid approximately $330 
million since 1940. They have actually been paid that much, and 
there is a due bill of approximately 50 million, Mr. Niessen? 

Mr. Niessen. What? 

Mr. Carnes. There is a bill due now of approximately another 
$50 million ? 

Mr. Nressen. There is no bill due now in the sense that it has been 
submitted, but we are making a calculation that may involve a figure 
of that magnitude. It may involve a figure of that magnitude. That 
is to cover the period after the middle of 1948. 

Mr. Carnes. By contrast there, Mr. Kean, in order to provide this 
$160 a month wage credit for these 980,000 people, it has cost approxi- 
mately $375 million, while on residual cost basis the cost of providing 
£160 gratuitously social security wage credit for 16 million people has 
cost the Government approximately $590 million. So we have pro- 
vided 16 times the benefit for about twice the amount of money, that 
is on a residual cost basis versus a tax basis. 

Mr. Harrer. But the railroads and railroad employees have been 
subjected to the same cost. The computation would be the same 
had this been made on the basis of civilians rather than military people. 

So that in the abstract, when you talk in terms of $330 million, you 
must consider that for a similar group in civilian service, that an equal 
amount was paid in taxes by the railroads and by the employees jointly. 

Mr. Carnes. When you say “by the railroads,” Mr. Harper, do the 
railroads as such pay anything into this retirement fund? 

Mr. Harper. Oh, yes; they pay one-half the taxes, 614 percent of the 
taxes. 

Mr. Carnes. That comes from the railroads themselves? 

Mr. Harper. Yes, and the employees pay 614 percent. 

Mr. Kean. The employer? 

Mr. Harper. Up to a maximum of $350 a month. 

Mr. Carnes. Mr. Chairman, I think for Mr. Kean’s benefit that 
we better stop here just a minute. 

Mr. Kean, the way this system works in case you are not familiar, 
from the little I understand of it, is that for all employees under 10 
years the Railroad Retirement Board collects this 1214-percent tax, 
and they reinsure all of their employees with the OAST system, and 
they pay into the OASI system the full tax of 4 percent. If a person 
dies in less than 10 years, the benefits are paid under OASI. After 
10 years, the benefits are taken over by the Railroad Retirement Board. 

So if a person were to die in less than 10-year period, the insurer, 
the OAST trust fund, would pay the survivor benefits, and this 814 
percent left in the fund would be sort of a windfall to the railroad 
retirement trust fund. 

And furthermore, the OASI—all railroad workers are insured 
under OASI and if under retirement benefits the retirement benefits 
for a person are greater under OASI than they are under the Railroad 
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Retirement Act, they actually retire under the Railroad Retirement 
Act but the OASI trust fund reimburses the railroad retirement fund 
for the amount actually expended. 

If they are greater, that is if the railroad retirement benefits are 
greater than social security, of course the railroad retirement fund 
pays those benefits, but the OASI trust fund likewise reimburses the 
railroad retirement fund for the lesser amount. 

Mr. Harpy. You understand all that, Bob? 

Mr. Bates. Yes; he has it. 

Mr. Harrer. Let’s make that clear, Mr. Carnes. 

Mr. Carnes. Yes, sir, that is only applicable to those who do not 
return to service, railroad service, that your were talking about. 

Mr. Harper. Now it is a fallacy to believe that all these less-than- 
10-year men do not return to railroad service. 

Mr. Carnes. I am talking about the people who do return to rail- 
road work. Isn’t the OASI trust fund virtually a reinsurer for your 
retirement fund? Don’t you pay into the OASI trust fund a tax 
on all railroad workers at the present time ¢ 

Mr. Harper. That is right. 

Mr. Carnes. And if those people were to retire at the end of 20 
years and the OASI retirement was higher than your retirement, 
that is the dollar amount that they would get, is that correct? 

Mr. Harper. That is right. 

Mr. Carnes. If they had worked 30 or 35 years and your dollar 
amount of retirement was greater than the OASI retirement, that is 
the dollar amount which they would receive. 

But you would get back from OASI whatever amount they would 
have qualified for under OASI and all that the railroad retirement 
fund is actually paying out of the 814 percent residual that you have 
is the increased cost of your retirement benefits over what like bene- 
fits would have been paid by social security. Is that right? 

‘Mr. Harrer. Let me state it this way. 

Mr. Carnes. Well, am I correct or incorrect ? 

Mr. Harrer. I think my statement will clear it up. 

Mr. Carnes. All right, sir. 

Mr. Harrrr. We buy social-security benefits at the market. 

Mr. Carnes. For all people? 

Mr. Harper. All people. 

Mr. Carnes. All railroad workers? 

Mr. Harper. We pay them in taxes exactly what they would have 
collected from these people had there been no separate railroad retire- 
ment system. 

And then in the financial adjustment, we debit social security with 
the amount of benefits which they would have to pay to the employee 
involved. 

The social security suffers no loss whatsoever. 

Mr. Carnes. No, sir, I agree. 

Mr. Harper. No loss whatsoever. 

And these less than 10-year military people—— 

Mr. Carnes. I did not infer that the social-security fund loss on 
this, Mr. Harper. 

_ Mr. Harpy. The question apparently that seems to be not quite 
too clear: In the case of the first 10 years there are no railroad retire- 
ments benefits as such. 
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Mr. Harper. Yes. 

Mr. Harpy. There are only social-security benefits. So to whatever 
extent benefits become payable in the first 10 years of employment by 
a person covered under the railroad retirement system, to whatever 
extent benefits are payable they are payable from the OASI fund 
with no cost to the railroad-retirement fund and the railroad-retire- 
ment fund has received during that period of time the difference 
between the 4 percent currently going to OASI and the 124% percent 
going to the fund, is that correct ¢ 

Mr. Harver. That is correct. 

Mr. Bares. Mr. Chairman? 

Mr. Carnes. Mr. Bates has a question. 

Mr. Bares. Mr. Chairman, I do not know who phrased this langu- 
age here. I presume that additional costs mean residual costs, is 
that correct here? 

Mr. Nexson. That is right. 

Mr. Harper. That is correct. 

Mr. Bares. Mr. Chairman? 

Mr. Carnes. Mr. Bates has a question. 

Mr. Bares. Mr. Chairman, I do not know who phrased this lan- 
guage here. I presume that additional costs mean residual costs, is 
that correct here? 

Mr. Netson. That is right. 

Mr. Bares. Now the next question I had, Mr. Chairman—I do not 
know just how far we should go as a committee. 

I think it is up to us to get something on the railroad tracks. But 
as to how we should get there, whether that should be pursued by this 
committee or whether it should come under the jurisdiction of the 
Interstate and Foreign Commerce Committee, is a matter I am not 
quite sure about. 

Mr. Harpy. What do you mean, in terms of this section 3? 

Mr. Bares. Yes. 

As far as the section is concerned, many times in this entire bill 
we created certain provisions, but have just indicated that the vehicle 
will be through present language in the present bill. 

We did have that situation of reimbursement on social security on 
the $160, wage credit, but we do not have that problem any more. 

Mr. Harpy. You mean your question was maybe we ought to deal 
simply with benefits and leave the question of reimbursement to the 
committee on Interstate and Foreign Commerce ? 

Mr. Bates. Well, I see that is a possibility. 

We don’t have the question as far as the $160-a-month wage credit 
is concerned, 

That has been resolved by the contributory system. 

Mr. Kean. You would like to say “there are hereby authorized to 
be appropriated such sums as the railroad retirement fund deems to 
be necessary” ? 

Mr. Bares. No. 

Mr. Kean. Period. 

Mr. Bares. No. I wonder whether we should get into—no, ab- 
solutely not. 

All I am saying is—we have a present law. I am not advocating 
this. I am saying this is an alternative. You have a present law 
which deals with this particular subject matter. 
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Mr. Harpy. Yes, but we are going here now—it would be additive 
to social security. 

Mr. Bares. I am talking about it as far as—you get reimbursement 
today according to a certain formula, a certain percent. 

Mr. Harpy. You mean leave the reimbursement system unchanged ? 

Mr. Bares. I am just 

Mr. Carnes. They are reimbursed at the present time on a tax basis. 

Mr. Bares. I understand that. 

I mean I am just asking who put this language in here and what 
the reason is for it. 

In other words, many times we have come to a problem like this and 
we say that it will be in accordance with present law. 

Now we have established here additional costs. 

Mr. Netson. Would you like me to speak to it ? 

Mr. Bares. Yes. 

Mr. Netson. Mr. Chairman. 

Mr. Harpy. Go ahead. 

Mr. Netson. Let’s say this: Under the present law when they have 
the $160 wage credit, the Government pays a 1214 percent tax on it, 
and they have a definition of what is a railroad employee who enters 
the military service. That definition is that he has to have at least 
some service in the year he entered or the year preceding entry into 
military service. Thus, with 1 day of railroad service within 2 years 
preceding entry into the military service, he would be under the tax 
system at 1214 percent. 

Now, if we leave that provision stand, the Government then would 
be paying for the railroad worker under that formula and also would 
be paying for social-security taxes at the rate of 2 percent of base pay, 
and we would have the two systems, one superimposed on the other. 

Mr. Bates. I know you have to have a change, on the original ques- 
tion about that. 

Mr. Netson. All right. 

Mr. Bares. It is just a question of the formula which shall be 
utilized. (Confers with the chairman.) 

Well, Mr. Chairman, I merely wanted to bring the point up. I do 
think that the committee, before we resolve this entire matter, ought to 
think very carefully about it. 

Mr. Harpy. Do either of you gentlemen care to comment on this 
particular point? 

Colonel Kelly, have you any comment ? 

Colonel Ketty. No, I don’t have any comment on it. 





Mr. Harpy. Mr. Squire, have you any comment on this point? 

Mr. Sqautre. This section here, 3, as 1 understand it, would take the 
place of the present method of appropriation—the present tax meth- 
od—commencing the first of next year, and that is the thing that 
disturbs me, principally, of anything connected with this bill. 

I feel generally, as Mr. Harper has expressed himself. 

Now, at present there is accruing to the railroad retirement fund, 
for those who are going into military service now, very roughly some- 
where around 3 or 5 million dollars a year, something like that. 

And as I understand it, this would stop that, commencing the first 
of the year, and substitute in place of it payment 30 or 40 or 50 years 
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from now, whatever the cost then turned out to be of those people who 
retired, with credits, say, military credits next year. 

The provision in our present law that results in calculations by the 
tax method of this 3 to 5 million dollars a year at present was put in our 
law 13 or 15 years ago, before any of us three was on the Board—be- 
fore I was on the Board even. I naturally don’t like to see that amount 
of financing taken away from the fund, because we are short. 

Just this morning we were before another House committee. They 
wanted to increase the outgo. This of course would decrease the in- 
come. We are already short. 

Mr. Harpy. Well, I can certainly sympathize with you being in 
that kind of a position. But I just wonder if this is the proper place 
for income to come from. That is the only question. 

Mr. Squire. Yes. Now, another point I would like to mention is 
this, and emphasize : Mr: Harper touched on it. Naturally, one thinks, 
as has been indicated here, of the method used by life insurance com- 
panies, of varying the premium rates or in this case tax rates by groups 
of the insured according to cost. 

Now, that is not true with railroad retirement nor with social secu- 
rity, of course. There is a uniform tax rate levied. For some groups it 
doesn’t begin to pay the cost, and for some groups it more than pays 
the cost. | 

Now, if we are whittled down for those groups that according to our 
present law are paying more than what their cost is going to turn 
out to be—— 

Mr. Harpy. In other words, what you are saying is if we get in 
a period 

Mr. Squire. We would find that we would soon be wrecked, of 
course. 

Mr. Harpy. What you are saying then is if we get into a period of 
peace, where we don’t have to have all these boys in the Army, why, 
you are going to go broke? 

Mr. Squire. No. 

Mr. Harpy. I am just wondering if that isn’t the situation. 

Mr. Squire. No; I don’t mean to say that. What the final cost will 
turn out to be of this military service that is being credited now and 
next year, won’t be known for 40 or 50 years from now. Nobody 
can tell today because we don’t know what the rates of benefits will be 
then. It may very likely be less than this 3 to 5 million dollars that 
our present law is providing. We can’t tell for certain. It probably 
will be. 

Mr. Harpy. We will actually 

Mr. Squire. But I don’t like giving up that money. 

Now, another illustration, the one that Mr. Harper mentioned, as 
to the taxes that are being paid not for military service but for rail- 
road service by quite a group, most of whom are never going to qualify 
for benefits, and, if any, rather small benefits under railroad re- 
tirement. 

That is an illustration of what I said awhile ago, that if we cut off 
or revised the taxes to fit costs in all cases, and cut off those that are 
paying more taxes than cost, we would lose so much money that the 
system would be wrecked financially. 

Mr. Carnes. Well, Mr. Squire—— 
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Mr. Squire. This is one probable illustration of it. I said “prob- 
able” because I think it is probable that this 3 to 5 million is more than 
the cost will finally turn out to be. 

Mr. Bares. If we eliminated social security, you would be in pretty 
tough shape, wouldn’t you, for the military ? 

Mr. Squire. You mean this reinsurance that we now have? 

Mr. Bares. Yes, sir. 

Mr. Squire. Yes, sir. That reinsurance provision that was put in 
the law in 1951 

Mr. Bares. And now you have come to depend upon that. 

Mr. Squire. Yes. 

Mr. Bares. To pay some of your outgo. 

Mr. Squire. Yes. The very bill that put that in the law increased 
many benefits, and of course used that reinsurance as part of the 
justification for increasing the benefits. 

Pardon me, I am not speaking about military service, 

Mr. Bares. I am speaking about military service. 

Mr. Squire. Oh. I was thinking of the 1951 amendments of ours 
that Mr. Carnes was speaking of awhile ago there, reinsurance of all 
of our insured with social security. That is what I was talking about, 
Mr. Bates. 

Mr. Bares. I am talking about the 160 and the 121% percent. 

Mr. Squire. Yes. 

Mr. Bares. Now, if you are relying on that so heavily, it seems to 
me that isa pretty poor foundation on which to build a fund or main- 
taina fund. Because we could eliminate that temporary $160 a month 
wage credit any time at all. You are looking forward to that check 
coming in all the time and depending upon that to pay some of your 





outgo. 
Mr. Harpy. Actually, this committee is not trying to take away 
something. 


Mr. Kean. It is only temporary pay anyway. 

Mr. Harpy. That the railroad retirement fund now has. The thing 
we are trying to do, as nearly as we can, is to promote equity. 

Now, if this approach will not promote equity, I have a little diffi- 
culty in seeing the equity in the present system, unless you take a 
position that the military services should aid the underwriting of the 
railroad retirement fund, and I don’t believe that is the thinking. 

So if this is not the proper approach, what is the proper approach / 

Mr. Harper. Might I call attention to this differentiation between 
our treatment and social security? You would reimburse them on a 
tax basis, and reimburse us on a cost basis. Now, what justification 
is there for that ? 

Mr. Harpy. No; we don’t. We reimburse social security under this 
$160 system, which is residual cost. 

Mr. Harver. They will derive all their revenue on a tax basis. 

Mr. Bares. Not presently. 

Mr. Carnss. No. 

Mr. Bares. It is on a residual cost today, on the $160. 

Mr. Scurerer. I think Mr. Harper is referring to the future, from 
1956 on, when social security military service will be on a tax basis, 
that is right. 
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Mr. Harper. I mean hereafter, because it is fixed with respect to 
both now. ’ 

Mr. Carnes. Mr. Harper, you made the statement that railroad 
workers receive today better treatment than any other group. I think 
the question of the committee is: Is it the responsibility of this commit- 
tee, by leaving untouched the $160 gratuitous wage credit, that they 
should perpetuate that treatment / 

Mr. Harper. No, sir. But it is my duty to do my best to persuade 
you to do that, if I can. 
~ Mr. Bares. Mr. Chairman, I think we have pretty well exhausted 
this point. Why don't we move on‘ 

Mr. Harpy. I think we have gotten pretty well an understanding 
as to the different thinking here. Unless the members of the Railroad 
Retirement Board have some different approach to this problem, 
which would be an equitable approach that the committee might con- 
sider, I don’t know of anything further we can accomplish by pur- 
suing this. 

Mr. Kean. Well, I think, Mr. Chairman, that you are correct 
definitely. Under this bill we must treat the soldiers alike, all soldiers 
alike, whether they have been railroad men or whether they are under 
social security or what they are. We have to treat them alike. 
Therefore, the only question comes as to how the reimbursement should 
be to the railroad retirement fund. 

Mr. Harpy. That is right. 

Mr. Kean. Under this bill we have to provide that soldiers will be 
under social security; they will pay 2 percent, and the Government 
will pay 2 percent, and it will be based on the base wage. That is 
what is going to happen in this bill. 

Now, the only question is: Is the method that we have here for 
reimbursing your fund fair? 

Mr. Harpy. That is the whole question. 

Mr. Kean. That is the crux of the problem. 

Mr. Harper. Did I understand you correctly, Mr. Hardy, in your 
opening statements that the committee doesn’t want either the trust 
fund to suffer or the employees suffer ? 

Mr. Harpy. That is correct. 

Mr. Harper. Or did I misunderstand you ? 

Mr. Harpy. We want to be as fair as it is possible to be all the 
way across the bill. 

Mr. Harper. In your analysis of your bill, if you find out or if you 
reach the conclusion that our trust fund is adversely affected, would 
that be given whatever treatment is necessary to make sure that our 
fund does not suffer by this? 

Mr. Harpy. Well, I think we have to think about that in the light 
of what you compare it with. I think it would be adversely affected 
in comparison with the manner in which it is now being built up. | 
don’t think there is any doubt about that. I mean, under this ap- 
proach, certainly the revenues would be reduced. But, again, you get 
right back to the question—and this is a fundamental question that 
will have to be decided sooner or later. But you get back to the 
question as to whether or not it is appropriate for the Federal Gov- 
ernment to subsidize any kind of a retirement fund through the 
medium of military service. That is the question it seems to me is a 
basic question. 
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Mr. Harrer. Well, before you decide as to its appropriateness, I 
surely would like for you to take into consideration the effect that it 
will have on our financial setup. 

Mr. Carnes. Mr. 

Mr. Harper. I don’t think you would want to make an adjustment 
which to an unreasonable degree affected our financial setup as it 
is now constituted and as it was so constituted by acts of Congress 
from time to time. 

Mr. Harpy. Let me ask you this, under the present situation, as I 
understand the present statute, this $160 wage credit with the full 
tax contribution by the Government comes into play only in times of 
emergency, war or national emergency. Well, we are certainly not at 
war now, but are we still technically in a state of national emergency 
insofar as the railroad retirement fund is concerned ? 

Mr. Squire. Yes. 

Mr. McKenna. It includes in the main involuntary military service, 
so it would include draftees, regardless of the war service period. 

Mr. Harpy. All right. 

Now, under the present time, then, is the coverage in the military 
confined to draftees or does it cover everybody who goes on active 
duty now? 

Mr. Scurerer. Mr. Chairman, section 4 of the Railroad Retirement 
Act defines a war service period in certain terms, which includes a 
national emergency, and provides further that if an individual who 
had the necessary railroad service enters military service in a period 
as defined and is required to do duty thereafter, all his military serv- 
ice is creditable. So whatever we get now in the way of taxes must 
be received under the terms of that provision in section 4. 

Mr. Harpy. If we should get away from the draft, do I under- 
stand, then, that there would be no further—under the present law, 
the $160 wage credit would terminate? 

Mr. Scureiser. If we should at any time terminate what is called 
a war service period, which included an emergency that requires the 
strengthening of the national defense, then we would no longer get 
this tax credit. 

Mr. Bares. What is going to happen to your fund then? You 
will be in pretty tough shape. 

Mr. Scurerser. Well, it would change the status of our liabilities 
and I am in no position to talk about that. 

Mr. Harper. That is a peculiarity, if I may say so, of the way the 
minds of actuaries run. They take into consideration cycles of war 
and cycles of depressions and of good times, and so forth. So in the 
determination of the cost of this thing, and in the revenue from it 

Mr. Harpy. You got me going around in circles now. [ Laughter. | 

Mr. Bares. In temporary legislation. 

Mr. Harper. They have me, too. 

Mr. McKenna. We will have to pay benefits based on creditable 
military service of this type. 

Mr. Bares. That is right. But you are getting a plus figure out 
of this today. 

Colonel Ketty. Might I say—— 

Mr. Bares. You are more than getting the cost. 
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Mr. McKenna. No. We are not getting any better figure from 
the Government than we are getting from the employers and em- 
ployees who pay taxes in peace time, who may also be only making 
$160 a month. 

Mr. Bates. What would happen if you knocked this off today, this 
$160 a month wage credit, and all social security was eliminated, for 
military service. Your fund would then be adversely affected, 
wouldn’t it? 

Mr. McKenna. That is right. 

Mr. Bares. Of course it would. Do you think that is a proper way 
on which to base a fund for the future? 

Mr. Harper. It would not be if in succeeding years these cycles that 
they figured out were longer than they figured. 

Mr. Bares. But as the trustee—— 

Mr. Harper. We cannot determine whether it would be adversely 
affected or not, because these actuaries back there can cut a lot of 
capers with figures, and they take into account, in determining the 
cost and the revenue and everything else, cycles of depressions, cycles 
of good times and cycles of war, as well as cycles of peace. So your 
question, or your statement there is true only 1n the sense that it would 
upset the cycle as they figured it out. 

Mr. Bates. They have cycles and they look in the glass bowl and 
nobody knows anything about it. 

Mr. Harpy. Colonel Kelly, you want to get into this one? 

Colonel Keiiy. I was just saying, when you said you were going 
around in circles, that that is what I am doing most of the time. 

Mr. Cartson. Mr. Chairman. 

Mr. Harpy. Mr. Carlson. 

Mr. Cartson. I had a question on contributions. 

Do you know the total annual contribution for all railroad workers 
today and the total annual contribution on this $160 credit ¢ 

Mr. Harper. Maybe our research people know. 

Mr. Squire. About $300 million the railroads are paying in each 
year; about $300 million the employees are paying in each year. As 
I said, under our law as it stands today, there is accruing to us—we 
don’t get it each year. We figure it out only periodically. There 
is accruing under the present law somewhere roughly around about 
3 to 5 million dollars for military credits. 

Mr. Carison. The total annual income currently is about $600 mil- 
lion and for this military service it is 3 to 5 million? 

Mr. Squire. Today, yes. 

Mr. Carson. So it is less; approximately one-half of 1 percent. 

Mr. Harpy. Well, any further questions or comments by the com- 
mittee ¢ 

(No response. ) 

(Mr. Carnes confers with the chairman.) 

Mr. Carnes. I would like to ask Mr. Niessen and Mr. Schreiber one 
more question before they leave. 

Mr. Niessen, the first question : 

You have had a chance to go through this language that has been 
suggested for the committee to be inserted in the bill rather carefully. 
Do you feel it would adversely affect the interest of the fund if this 
language were placed in the bill? 
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Mr. Niessen. Mr. Carnes, the question whether it would affect the 
fund adversely has been adequately discussed by the Board. 

Mr. Harpy. You don’t want to take issue with your Board members? 

Mr. Niessen. I can’t get into that. [Laughter.] I have no other 
comment to offer than what has been expressed by the Board. 

Mr. Bares. We understand you agree with the Board. [ Laughter. ] 

Mr. Niessen. The Board expressed its opinion. This is the policy 
of the Board, and I agree with the Board. 

Mr. Bares. It is not a policy. It is an estimate by the Board. It 
is a presumption by the Board. 

Mr. Niessen. There is no doubt in my mind, Mr. Congressman, 
that the fund will be adversely affected if the criterion is the present 
situation, because under the present situation the fund is receiving 
tax money, and under this situation there will be no tax money, so 
there will be an adverse effect. 

Mr. Cartson. Mr. Chairman, if the total annual cost is about a 
hundred million, and this contribution is currently 3 to 5 million, 
even if we put in less than 3 to 5, and say 2 million, there is only a 
difference of 1 to 3 million, which is a very minute part of 600 mil- 
lion, the way I see it. 

Mr. Squire. How 

Mr. Cartson. Could there be a serious effect? 

Mr. Squire. Under the provision here, as I understand it, instead 
of the money coming into the fund today as the man renders military 
service or within 2 or 3 years after that when our calculations are 
made—under this provision here on a cost basis the money would 
come in 40 or 50 years from now, after the man is retired and goes 
on the retirement rolls. 

Mr. Carnes. Mr. Chairman, let me ask Mr. Schreiber this question 
before you adjourn. 

Mr. Schreiber, if the committee made its decision firm that the $160 
wage credit for railroad people was to be terminated and that they 
would reimburse the railroad retirement fund on a residual cost 
basis for any damage that was done the fund, if those two assump- 
tions were made by the committee, do you think the language that 
has been arrived at could be improved upon, or do you suggest any 
further changes in the language that has been agreed upon in the 
last 3 days’ negotiation ? 

Mr. Scurerser. I can say if that is the objective of the committee, 
that the language that Mr. Filson—with my contributions—drafted 
is such as to accomplish what the committee wants to do, if that is 
the objective 

| Laughter. | 

Mr. Carnes. All right, sir. 

Mr. Harpy. Thank you very much. 

Ts that all? 

Mr. Bares. Yes. 

Mr. Carnes. Yes. 

Mr. Harpy. Well now, I understand, then, that insofar as the 
Board is concerned, they are primarily opposing the manner in which 
reimbursement will be made, and they are doing that on the basis 
of their responsibilities as trustees of the fund, rather than in keep- 
ing with their judgment as to equities involved. [| Laughter. | 
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Mr. Harpy. Is that a fair statement, Mr. Harper? 

Mr. Harver. No, sir; I think not. I get back to my trustee illus- 
tration that I gave a while ago. An administrator of that estate 
would certainly not aid the Income Tax Bureau, or the Treasury De- 
partment in building up their case to increase the income tax payable 
irom that estate. 

Mr. Harpy. I don’t think he would try to avoid paying anything 
that was equitably due, though, would he? 

Mr. Harper. I am not so sure about that. [| Laughter. } 

Mr. Harpy. Well 

Mr. Bares. There is a difference between tax evasion and tax avoid- 
ance, and I don’t think you want to get in that question of evasion 
because then you get into jail. (Laughter. | 

Mr. Harper. I am a good citizen, I hope. 

Mr. Harpy. I didn’t say “evade.” I did that on purpose. 

Well, gentlemen, I do appreciate your presence here today. And 
I think the committee understands your position. 

[I am grateful to you for coming and discussing this matter with 
us. And I am glad we had all three members of the Board here be- 
cause I didn’t want us to be in the shape of having one member down 
here a giving us some testimony and then having the rest of them 
override him. So Iam glad you were all here. 

I can’t help but just making one comment, that if you hadn’t been 
so doggone tight with your helpfulness on the part of your employees, 
it might not have been nec essary. 

Mr. Harrer. Let me apologize to you, Mr. Chairman. I think 
since I was the only Board member here, that maybe the responsibility, 
at least indirectly, falls on me. Now, if we did anything at all to 
deprive this committee of the services of our people, | want to assure 
you it was inadvertent and something that we wouldn't have done 
had we known that it would be so regarded. We want to provide you 
with every help at all, sir. 

Mr. Harpy. Thank you very much. And I thank you all for being 
with us. 

We stand adjourned until further call of the Chair. 

(Whereupon, at 3:57 p. m., the committee adjourned, subject to 


the call of the Chair.) 











APPENDIXES 


APPENDIX A 


(H. R. , 84th Cong., Ist sess., Committee Print “A’, April 18, 1955] 


A BILL To provide benefits for the survivors of members and former members of the 
uniformed services, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act be cited as the “Uniformed 
Services Survivor Benefits Act”. 


TITLE I—DEATH GRATUITY, INDEMNITY COMPENSATION, AND 
DEPENDENCY COMPENSATION 


DEFINITIONS 


Sec. 101. (a) In this title— 

(1) “Member of a uniformed service’’ means a person appointed, enlisted, 
or inducted in a component of the Army, Navy, Air Force, Marine Corps, 
or Coast Guard, or in one of those services without specification of com- 
ponent, and any person serving in the Army or Air Force under call or con- 
scription, including a person who is a member of the federally recognized 
National Guard or Air National Guard of the Several States and Territories, 
and the District of Columbia. The term includes— 

(A) a retired member of any of those services ; 

(B) a member of the Fleet Reserve or Fleet Marine Corps Reserve; 

(C) cadets at the United States Military Academy, midshipmen at 
the United States Naval Academy, and cadets at the United States Coast 
Guard Academy and United States Air Force Academy ; 

(D) a commissioned officer of the Public Health Service when entitled 
to full military benefits as provided in section 212 of the Act of July 1, 
1944 (58 Stat. 689), as amended (42 U.S. C. 213) : 

(E) a commissioned officer of the Coast and Geodetic Survey while 
assigned to duty during a period of war or national emergency on pro- 
jects for the military departments determined by the Secretary of De- 
fense to be of immediate military hazards ; 

(F) any person while en route to a place for final acceptance or for 
entry u~on active duty in the Armed Forces who has been provisionally 
accepted for such active duty and directed or ordered to report to such 
place for final acceptance or tor entry upon active duty with the Armed 
Forces ; and 

(G) any registrant under the Universal Military Training and Service 
Act who has reported to a local draft board for induction in the Armed 
Forces. 

(2) “Reserve components of the uniformed services” means— 

(A) The National Guard of the United States ; 

(B) The Army Reserve: 

(C) The Naval Reserve: 

(D) The Marine Corps Reserve: 

(E) The Air National Guard of the United States: 

(F) The Air Force Reserve; 

(G) The Coast Guard Reserve; and 

(H) The Reserve Corps of the Public Health Service. The term in- 
cludes the federally recognized National Guard or Air National Guard 
of the several States and Territories, and the District of Columbia. 

(3) “Active duty” means full-time duty in the active military service of 
the United States, other than active duty for training, and includes author- 
ized travel to and from that duty. 
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(4) “Active duty for training” means full-time duty in the active military 
service of the United States for training purposes and includes authorized 
travel to and from that duty. 

(5) “Inactive-duty training” means any of the training, instruction, duty, 
appropriate duties, or equivalent training, instruction, duty, appropriate 
duties, or hazardous duty, performed with or without compensation by 
members of the reserve components of the uniformed services as may be 
prescribed by the appropriate Secretary pursuant to section 501 of the 
Career Compensation Act of 1949, as amended, or any other provision of 
law, and in addition thereto includes the performance of special additional 
duties, as may be authorized by competent authority, by members of the 
reserve components of the uniformed services on a voluntary basis in con- 
nection with the prescribed training or maintenance activities of the unit to 
which the members are assigned. The term includes travel to and from 
any of these duties in a vehicle or aircraft of the United States. 

(6) “Child”, except as otherwise specified, means an unmarried child 
who is— 

(A) under 18 years of age, unless, before reaching 18 years of age, 
he becomes permanently incapable of self-support because of mental or 
physical disability ; or 

(B) under 21 years of age, if pursuing a course of instruction at an 
approved school, college, or university. 

The term includes an adopted child; a stepchild if a member of the house- 
household of the member; and an illegitimate child of the member or of the 
spouse of the member. 

(7) “Parent” includes a parent by adoption, or a person who stood in loco- 
parentis to a member of a uniformed service for not less than one year 
before his entry into the service. The term also includes only one mother 
and one father of a member. Except for purposes of designation of bene- 
ficiary for Death Gratuity or Indemnity Compensation preference shall be 
given to the father or mother who last bore that relationship to the member. 

(8) “Brother” or “Sister” includes those of the half blood and those 
through adoption. 

(9) “Dependent” with respect to a brother, or sister, means one for whom 
over half of his or her support was furnished by the member of a uniformed 
service. 

(10) “Dependent” with respect to a parent or parents Means one whose 
financial resources from any source, Governmental or otherwise, are insuf- 
ficient to maintain the minimum standard of health and decency. The pay- 
ment by a member of over one-half of the support of a parent or parents 
shall be considered prima facie evidence of dependency. 

(11) “Secretary concerned” means 

(A) The Secretary of the Army with respect to the Army : 

(B) The Secretary of the Navy with respect to the Navy and Marine 
Corps ; 

(C) The Secretary of the Air Force with respect to the Air Force: 

(D) The Secretary of the Treasury with respect to the Coast Guard : 

(E) The Secretary of Commerce with respect to the Coast and 
Geodetic Survey ; and 

(F) The Secretary of Health, Education, and Welfare with respect 
to the Public Health Service. 

(12) “Gross Pay” means a monthly sum equal to the average basic pay, 
allowances, special pay, and the monetary value of emoluments which a 
member of a uniformed service, other than a member specified in (13), 
receives when entitled to pay from the United States for military service, 
and for each pay grade, according to cumulative years of service, is as set 
forth below : 
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Years of Service 


imoninbeginanted 
Under2 Over 2 Over 3 Over 4 Over 6 Over 8 


Over 


$1, 260 $1, 260 $1, 310 $1, 310 $1, 310 $1, 310 

1,100 1, 100 1, 140 1, 140 1,140 1, 140 

855 855 890 890 890 S90 

720 720 745 745 745 745 

635 635 655 655 655 690 

540 540 555 5490 620 635 

450 465 525 525 540 555 

385 400 460 460 475 490 

525 535 535 535 550 565 

475 485 s! R! 490 500 

430 435 3: d 455 470 

375 405 5 5 425 440) 

370 375 37! q 395 415 

330 335 335 d 370 375 

E-5 290 305 305 325 335 345 
$ 255 275 278 2 300 310 

3 225 240 { 25! 255 or) 


210 225 228 225 235 240 


f 22! 225 225 
(under 4 mos.) 205 
Aviation Cadet 
Cadet or Midshipman 


k 
F 
k 
k 


1 


Years of Service—Continued 


Over i2 | Over14 | Over16  Over1I& Over22 Over 26 


$1, 310 $1, 310 $1, 310 $1, 310 $1, 310 $1,310 
1, 140 | 1,140 1,140 1,140 1,140 1, 200 
890 890 920 9s0 1,010 1,045 
775 805 825 R55 885 915 
735 750 765 795 S15 830 
665 680 695 715 730 730 
585 605 605 605 5 605 
520 535 535 535 53F 535 
615 645 660 675 i 705 
530 | 540 545 560 57! 595 
485 | 490 500 515 5g 545 
460 470 475 525 
435 445 450 v5 { 500 
395 405 2: 25 425 
360 370 
330 335 
275 275 
; ee ' 250 250 
ee ee 225 225 
1 (under 4 mos.) 
Aviation Cadet__ 
Cadet or Midshipman. 


(13) The monthly “gross pay” of a member serving on active duty in the 
grade of general, admiral, lieutenant general or vice admiral, according to 
cummulative years of service, is as follows : 


Years of service 


Under Over Over Over Over 


2 3 4 6 8 


General or admiral. ; $1,460 | § $1,510 | $1,510 $1,510 
Lieutenant general or vice admiral ___ 1, 360 1, 410 1, 410 1,410 


Years of service 


Over Over Over Over Ove 
12 14 16 18 


” 


General or admiral $1, 510 | $1,510 | $1,510 | $1,510 | $1,510 
Lieutenant general or vice admiral. _- 1, 410 1, 410 1, 410 1,410 1, 410 
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(b) For the purpose of this tithe members of a uniformed service described 
in clauses (C), (F) and (G) of subsection (a) (1) shall be considered on active 
duty in a uniformed service: 

(ec) For the purpose of this title the provisions of section 714 of the Armed 
Forces Reserve Act of 1952 shall be applicable to members of the National Guard 
of the United States and of the Air National Guard of the United States. 


DEATH GRATUITY 


Sec. 102 (a) The Secretary concerned shall have a death gratuity paid as pro- 
vided in this section immediately upon official notification of the death of a mem- 
ber of a uniformed service under his jurisdiction who dies— 

(1) while on active duty or active duty for training ; or 
(2) while on inactive duty training, from injury incurred or pre-existing 
injury aggravated while on that duty. 

(b) A death gratuity equal to four times the monthly gross pay to which the 
member was entitled on the date of his death, but not more than $3,000, shall be 
paid to or for the living persons or persons highest on the following list : 

(1) The surviving spouse of the deceased member. 

(2) The child of the deceased member, or if there is more than one child, 
to the children in equal shares. 

(3) The dependent parent of the deceased member, or if there is more 
than one parent, to the dependent parents in equal shares. 

(c) When there is no eligible beneficiary under subsection (b) a death gratuity 
equal to twice the monthly gross pay to which the member was entitled on the 
date of his death, but not more than $1,500, shall be paid to any relative previously 
designated by the deceased member, including a parent or parents not qualified 
under subsection (b), whom the Secretary concerned determines to have had an 
insurable interest in the life of the deceased member. 

(d) No payment shall be made under this section if the deceased member 
suffred death as a result of lawful punishment for crime or for a military or 
naval offense, except when death was so inflicted by an enemy of the United 
States. 

(e) The determination of the Secretary concerned as to dependency under this 
section is final and conclusive upon all officers of the Government. 

(f) Payments under this section shali be made from appropriations available 
for the pay of members of the uniformed services concerned. 


INDEMNITY COMPENSATION 


Sec. 103. (a) Upon the death of a member or former member of a uniformed 

service who dies not as the result of his own willful misconduct— 
(1) from disease or injury incurred or pre-existing injury aggravated, in 
line of duty— 
(A) while on active duty or active duty for training, under orders 
which do not specify a period of thirty days or less; or 
(B) within 120 days after release from such duty or after separation 
from the service; or 
(2) from injury incurred or pre-existing injury aggravated, in line of 
duty— 
(A) while on active duty or active duty for training, under orders 
which specify a period of thirty days or less; 
(B) while on inactive duty training; or 
(C) within 30 days after release from such active duty or active duty 
for training or after the performance of such inactive duty training. 
the Administrator of Veterans Affairs shall have paid to the survivor dependent 
or survivors of the deceased member or former member Indemnity Compensation 
as provided in this section. 

(b) Indemnity Compensation of $50 a month shall be paid for the period indi- 
cated to the living survivor or survivors of the deceased member or former mem- 
ber highest on the following list, or if the member or former member designates 
a beneficiary, as provided in subsection (c), to that person for the period indi- 
cated ; 

(1) The surviving spouse for a period of 10 years thereafter until death, 
unless remarried. 

(2) The child, or if there is more than one child to the children in equal 
shares, for a period of 10 years regardless of age, and thereafter subject to 
the limitations set forth in section 101 (a) (6). 
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(3) The parent, or if there is more than one parent to the parents in equal 
shares, for a period of 10 years, and if dependent thereafter for so long as the 
dependency exists. 

(4) A dependent brother or sister, or if there is more than one dependent 
brother or sister to them in equal shares, until 18 years of age, unless incapa- 
ble of self-support because of mental or physical disability then so long as 
that condition exists. 

(c) A member or former member of a uniformed service may— 

(1) designate the beneficiary or beneficiaries of the Indemnity Compen- 
sation within the classes set forth in subsection(b) ; 

(2) designate the amount of the monthly payment in even dollar amounts, 
but not less than $10, to be paid to each beneficiary; and 

(3) change the beneficiary or beneficiaries without their consent, but only 
within the classes prescribed. 

If the designated beneficiary or beneficiaries do not survive the member or if none 
has been designated or qualifies, the Administrator of Veterans Affairs shall pay 
the Indemnity Compensation to the first eligible class of beneficiaries in the order 
and for the periods set forth in subsection (b). 

(d) In the event of the death or disqualification of a primary beneficiary before 
the expiration of the ten-year period, his Indemnity Compensation shall be paid 
for the remainder of the ten-year period to (1) the named contingent beneficiary, 
if any, or (2) the beneficiary or beneficiaries within the permitted class next en- 
titled to priority. Payment beyond the ten-year period shall be made only under 
the conditions anplicable to the beneficiary as specified in (1), (2), (3) and (4) 
of subsection (b). 

(e) Where the deceased member had in force at the time of his death a 
contract of National Service life insurance or United States Government life 
insurance, the monthly Indemnity Compensation payment shall be reduced by 
$5 a month for each $1,000 of net amount at risk on permanent plans of insurance 
and for each.$1,000 of face amount on five-year level premium term plans of 
insurance. The net amount at risk shall be calculated as of the end of the 
policy month during which death occurred and for the purpose of this subsection 
the net amount at risk or the face amount shall, if not an integral multiple of 
$1,000, be reduced to the next lower integral multiple of $1,000. 

(f) For the purpose of this section members of the Reserve Officers’ Training 
Corps, the Naval Reserve Officers’ Training Corps, and the Air Force Reserve 
Officers’ Training Corps, when ordered to annual training duty for 14 days or 
more and while performing authorized travel to and from that duty shall be 
considered as members of a uniformed service and to be performing active duty 
for training in that service. 


DEPENDENCY COMPENSATION 


Sec. 104. (a) Upon the death of a member or former member of a uniformed 
service who dies not as the result of his own willful misconduct— 

(1) From disease or injury incurred or pre-existing injury aggravated, 
in line of duty, while on active duty or active duty for training, under orders 
which do not specify a period of thirty days or less: 

(2) From injury incurred or pre-existing injury aggravated in line of 
duty— 

(A) While on active duty or active duty for training, under orders 
which specify a period of thirty days or less ; or— 
(B) While on inactive duty training ; or 

(3) From a disability compensable under laws administered by the 
Veterans Administration, the Administrator of Veterans Affairs shall have 
paid to the survivor or survivors of the deceased member or former member 
Dependency Compensation as provided in this section. 

(b) Dependency Compensation consists of monthly payments equal to 20 
percent of the monthly gross pay— ’ 

(1) To which a member on active duty was entitled at date of death or 
to which a member, including a retired member, would be entitled if serving 
on active duty on date of death: 

(2) Which a former member would have received if entitled to active 
duty pay at date of death, based on the grade or rating held at time of last 
— duty and the years of service creditable for purposes of pay at that 

me. 
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(c) Dependency Compensation shall be paid as indicated to the living survivor 
4 serene of the deceased member or former member highest on the following 
Ist: 

(1) The widow in the full amount until remarriage or death, except that 
the monthly payments may not be less than $75. 

(2) The child in an amount equal to one-fourth of the Dependency Com- 
pensation, but not more than $25 a month, or if there is more than one child 
that amount to each child, but not more than $100 a month divided equally 
among the children. 

(3) The dependent parent in an amount equal to one-half of the Depend- 
ency Compensation, or if there is more than one parent in an amount equal 
to one-half of the Dependency Compensation to each parent, but not less than 
$25 a month to a parent. 

(d) When there are a widow, surviving child or children and also a dependent 
parent or parents, $50 a month shall be paid to the dependent parent, or if there 
a ny, than one dependent parent $40 a month shall be paid to each dependent 

(e) If more than one-half of the indemnity compensation has been allocated 
to dependents other than the widow, child, or children, the Dependency Compen- 
sation payable to the widow shall be increased by an amount necessary to provide 
a payment of at least $100 a month from these two benefits combined. 

(f) Indemnity Compensation and Dependency Compensation payments to a 
parent or parents as the only surviving dependents, together with any payments 
made under the Social Security Act, may not exceed $175 a month for one parent 
or $300 a month for two parents. ° 

(zg) If Indemnity Compensation is allocated to a parent or parents who are 
not the only surviving dependents, the combined Indemnity Compensation and 
Dependency Compensation payments may not be more than $75 a month for one 
parent or $100 a month for two parents. 

Sec. 105. Whenever the basic pay or allowances to which members of the uni- 
formed services are entitled from the United States for military service is in- 
creased or decreased the President may make corresponding adjustments in the 
monthly gross pay table contained in (12) and (13) of section 101 (a). 

Sec. 106. Any person who, on the effective date of this Act, is in receipt of or 
eligible for Death Compensation from the Veterans’ Administration because of 
the death of a member or former member of a uniformed service, and who, 
except for the fact that the death occurred before that date, would have been 
entitled to Dependency Compensation under this title, may elect to receive, in 
lieu of the Death Compensation, Dependency Compensation computed under sec- 
tion 104, subject to the applicable limitations of this title. An election under 
this section may be made within one year of the effective date of this Act and 
once made is thereafter irrevocable. 

Sec. 107. Indemnity Compensation and Dependency Compensation accrue from 
the day following the date of death of the member or former member if anplica- 
tion therefor is made within one year of that date, otherwise from the date of 
receipt of the claim. 

Sec. 108. For the purpose of sections 103 and 104 determination of misconduct, 
service connection, line of duty, and qualification of the beneficiary shall be made 
by the Veterans’ Administration. The standards and criteria for determining 
service connection, aggravation, misconduct, and line of duty shall be those appli- 
cable under disability compensation laws, administered by the Veterans’ Admin- 
istration, except as otherwise specified in this title. 

Sec. 109. Except as otherwise provided, the administrative, Cefimitive, and 
penal provisions under Public, Numbered 2, 73d Congress, as amended, and the 
provisions of Public, Numbered 262. 74th Congress, as amended, shall be appli- 
cable to sections 103 and 104 of this title. 

Sec. 110. No person entitled to survivor benefits under this title is entitled to 
Death Compensation or Death Pension under any other law administered by 
the Veterans’ Administration for or in connection with the previous military 
status of the deceased or because the deceased was a member or former member 
of a uniformed service at time of his death, except as otherwise specifically pro- 
vided in this title. This section does not apply to payments under an insurance 
contract. 
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TITLE IIL—AMENDMENTS RELATING TO OLD-AGE AND SURVIVORS 
INSURANCE 


Part A—AMENDMENTS TO TITLE II or THE Socrat Securrry Act 


DEFINITION OF WAGES 


Sec. 201. (a) Section 209 of the Social Security Act is amended by adding at 
the end thereof the following new paragraph : 

“For purposes of this title, an individual who performs service during any 
part of a month, as a member of a uniformed service, to which the provisions of 
section 210 (m) are applicable shall, in lieu of the remuneration actually paid 
to him for such service, be deemed to be paid for such service at the rate of pay 
appearing in column II of the following table on the line on which appears in 
column T his pay grade for such month or, if his pay grade changed during the 
month, his last pay grade in such month: and such remuneration shall be deemed 
to be paid on the last day of such month in which he performed such service : 

II 
I Presumed 


Pay Monthly 
Grade Remuneration 
Tho bi oltesu i: cos wet ce cules : ; so. $200 


nr) 


BHR Wiehe: Stevens get ae ee ‘ é bas ad ____ $200 
We@ied tl shat gh ss Li el es ed ee j . al SRO 
Be4c toe esd. cities ladles sell Gi ea eaieas utwh ‘ _ $260 
5 _ $300 
$350 

_ $350 

Warrant and commissioned officers (all grades) __- $350 


The determination of the amount of any such remuneration which constitutes 
wages for purposes of this title shall be made without regard to subsections (b) 
and (d) of this section.” 

(b) The amendment made by subsection (a) shall be effective only with 
respect to remuneration for service performed after the month following the 
month in which this Act is enacted. 


DEFINITION OF EMPLOYMENT 


Sec. 202. (a) (1) Seetion 210 of the Social Security Act is amended by adding 
at the end thereof the following new subsections : 


“SERVICE IN THE UNIFORMED SERVICES 


“(m) (1) The term ‘employment’ shall, notwithstanding the provisions of sub- 
section (a) of this section, include service performed by an individual as a mem- 
ber of a uniformed service on active duty; but such term shall not include any 
such service which is performed while on leave without pay. 

(2) The term ‘active duty’ means ‘active duty’ as defined in section 101 of the 
Uniformed Services Survivor Benefits Act, except that it shall also include ‘active 
duty for training’ as defined in such section. 

“(3) The term ‘inactive duty training’ means ‘inactive duty training’ as de- 
fined in such section 101. 


“Member of a Uniformed Service 


“(n) The term ‘member of a uniformed service’ means any person appointed, 
enlisted, or inducted in a component of the Army, Navy, Air Force, Marine 
Corps, or Coast Guard, or in one of those services without specification of com- 
ponent, a commissioned officer of the Coast and Geodetic Survey or Public 
Health Service, and any person serving in the Army or Air Force under call 
or conscription, including a person who is a member of the National Guard 
or Air National Guard of any of the several States and Territories, or of the 
District of Columbia, when in the service of the United States pursuant to 
call as provided by law. The term includes a retired member of any of those 
services, a member of the Fleet Reserve or Fleet Marine Corps Reserve, a 
member of the Reserve Officers Training Corps the Naval Reserve Officers’ 
Training Corps, and the Air Force Reserve Officers’ Training Corps, while on 
annual training duty, but does not include a cadet or midshipman.” 
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(2) The first sentence of section 205 (p) (1) of such Act is amended by 
inserting “including service, performed as a member of a uniformed service, 
to which the provisions of subsection (m) of such section are applicable,” 
immediately after “in the employ of any instrumentality which is wholly owned 
by the United States,”. 

(b) The amendments made by this section shall be effective only with respect 


to service performed after the month following the month in which this Act is 
enacted. 


LUMP-SUM DEATH PAYMENTS FOR REINTERMENT OF DECEASED VETERANS 


Sec. 203. (a) The fourth sentence of section 202 (i) of the Social Security 
Act is amended to read as follows: “In the case of any individual who died 
outside the forty-eight States and the District of Columbia while he was per- 
forming service, as a member of a uniformed service, to which the provisions 
of section 210 (m) are applicable, and who is returned to any of such States, 
or the District of Columbia, or to any Territory or possession of the United 
States for interment or reinterment, the provisions of the third sentence of this 
subsection shall not prevent payment to any person under the second sentence 
of this subsection if application for a lump-sum death payment with respect 
to such deceased individual is filed by or on behalf of such persons (whether 
or not legally competent) prior to the expiration of two years after the date of 
such interment or reinterment.” 

(b) The amendment made by this section shall be effective only with respect 
to deaths after the month following the month in which this Act is enacted. 


AMENDMENTS TO PROVISIONS RELATING TO CREDIT FOR WORLD WAR II AND LATER 
SERVICE 


Sec. 204. (a) (1) Clause (B) of subsection (a) (1) of section 217 of the 
Social Security Act and clause (B) of subsection (e) (1) of such section are 
each amended by striking out “(other than the Veterans’ Administration)” and 
inserting in lieu thereof “other than the Veterans’ Administration, Army, Navy, 
Air Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, and the 
Public Health Service”. 

(2) Subsection (e) of section 217 of the Social Security Act is amended by 
deleting wherever it appears in that subsection “July 1, 1955” and substituting 
therefor “the termination date”. 

(3) Such subsection (e) is further amended by adding at the end thereof the 
following new paragraph: 

“(5) As used in the preceding provisions of this subsection, the ‘termi- 
nation date’ is the first day of the second month following the month in 
which the Uniformed Services Survivor Benefits Act is enacted.” , 

(b) Ihe amendments made by this section shall be applicable only— 

(1) in the case of lump-sum death payments under section 202 of the 
Social Security Act with respect to deaths occurring after the month fol- 
lowing the month in which this Act is enacted, and 

(2) applications for monthly benefits under such section filed after that 
month (but only with respect to benefits for months after that month), 

which are based on the wages and self-employment income of an individual who 
performed service, as a member of a uniformed service, to which the provisions 
of section 210 (m) of the Social Security Act are applicable. 


SPECIAL INSURED STATUS IN CASE OF IN-SERVICE FOR SERVICE-CON NECTED DEATHS 


Sec. 205. Section 214 of the Social Security Act is amended by adding after 
subsection (b) the following new subsection : 


“Special Insured Status for Servicemen 


“(e) (1) In the ease of any individual who dies after the month following the 
month in which the Uniformed Services Survivor Benefits Act is enacted and 
whose death occurs— 

“(A) while on active duty or inactive duty training as a member of a 
uniformed service, or 

“(B) during a period of disability based on a disability which is service- 
connected within the meaning of paragraph (5) or (6) of section 216 (i) are 
applicable, or 
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“(C) within three years after termination of a period of disability based 
on a disability to which the provisions of section 216 (i) (5) are applicable, 
if such death results from a disease or injury which the Veterans’ Admin- 
istration determines was incurred or aggravated while on active duty or 
inactive duty training as a member of a uniformed service, or 

“(D) (i) within three years after he is released from active duty, has 
ceased to perform inactive duty training or is separated from service as a 
member of a uniformed service, if, at the time of his death, he was under a 
disability to which the provisions of section 216 (i) (5) apply, or (ii) within 
three years after the month in which such a disability began, or 

“(E) after such individual attains retirement age if a period of disability 
was terminated solely by reason of attainment of such age and the provisions 
of paragraph (5) or (6) of section 216 (i) were applicable to the disability 
on which such period was based, 

he shall be deemed to have died a fully and currently insured individual. 

“(2) (A) Inthe case of any such individual whose death occurs— 

(i) after release from active duty, cessation of performance of inactive 
duty training, or separation from service as a member of a uniformed servy- 
ice, and 

“(ii) before the second month following the month in which the Uniformed 
Services Survivor Benefit Act is enacted, 

his primary insurance amount shall be the amount computed under section 215 
or $70.50, whichever is larger, and, for purposes of section 203 (a), his average 
monthly wage shall, if it is less than $160, be increased to $160. 

“(B) In the case of any other individual to whom paragraph (1) is applicable 
his primary insurance amount shall be the amount computed under section 215 
or $78.50, whichever is larger, and, for purposes of section 208 (a), his average 
monthly wage shall, if it is less than $200, be increased to $200. 

“(3) (A) The provisions of paragraph (1) shall not be applicable to any indi- 
vidual whose death occurs after release from active duty, cessation of inactive 
duty training, or separation from service as a member of a uniformed service 
unless such release, cessation, or separation was under conditions other than 
dishonorable. 

“(B) The provisions of paragraph (1) shall not be applicable to any individual 
who is, at the time of his death, insured pursuant to the Federal Employees’ 
Group Life Insurance Act or if the provisions of the Federal Employees’ Com- 
pensation Act are applicable to his death.” 


SPECIAL INSURED STATUS IN CASE OF SERVICE-CONNECTED DISABILITY 


Sec. 206. (a) So much of clause (A) of section 216 (i) (2) of the Social Se- 
curity Act as precedes clause (i) thereof is amended to read : 

“(A) if the individual satisfies the requirements of paragraph (3) on 
such day or the disability is service-connected,” 

(b) Clause (B) of such section 216 (i) (2) is amended to read: 

“(B) if such individual does not satisfy the requirements of paragraph 
(3) on the day referred to in clause (A) and the disability is not service- 
connected, then on the first day of the first quarter thereafter in which he 
satisfies such requirements.” 

(c) (1) Clauses (A) and (B) of section 216 (i) (4) of such Act are amended to 
read as follows: 

“(A) the day such disability began, but only if he satisfies the require- 
ments of paragraph (3) on such day or the disability is service-connected ; 

“(B) if he does not satisfy such requirements on such day and the dis- 
ability is not service-connected, the first day of the first quarter thereafter 
in which he satisfies such requirements ;” 

(2) Such section 216 (i) (4) is further amended by adding after clause (B) 
“except that if, on the day referred to in clause (A), such individual is on active 
duty or inactive duty training, the period of disability shall begin on the day 
following the day on which he is released from active duty. ceases to perform 
inactive duty training, or is separated from service as a member of a uniformed 
service.” 

(d) Section 216 (i) of such Act is further amended by adding at the end 
thereof the following new paragraphs: 

“(5) (A) For purposes of paragraphs (2) and (4), in the case of any 
individual who, after the month following the month in which the Uniformed 
Services Survivor Benefits Act is enacted, is released from active duty, 
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ceases to perform inactive duty training, or is separated from service as a 
member of a uniformed service under conditions other than dishonorable, 
a disability is service-connected if it resulted from a disease or injury which 
the Veterans’ Administration determines was incurred or aggravated while 
such individual was on active duty or inactive duty training as a member 
of a uniformed service and 

“(i) he was under such disability when he was released from active duty, 
ceased to perform inactive duty training, or was separated from service as 
a member of a uniformed service or such disability began within three years 
after the month in which such release, cessation, or separation occurred ; or 

“(ii) such disability began within three years after cessation of a disability 
which meets the requirements of clause (i). 

“(B) The provisions of clause (A) of paragraph (2) or paragraph (4) 
shall apply in the case of any individual who does not satisfy the require- 
ments of paragraph (3) on the day referred to in such clause only if, while 
under the disability referred to in such clause, he files an application for a 
disability determination or dies, and such filing or death occurs within 

“(i) three years after the month in which he is released from active 
duty, ceases to perform inactive duty training, or is separated from 
service as a member of a uniformed service, or 

“(ii) three years after the month in which the disability began, 
whichever is later. 

“(6) (A) For purposes of paragraphs (2) and (4), in the case of any 
individual who, after September 15, 1940 but before the second month fol- 
lowing the month in which the Uniformed Services Survivor Benefits Act 
is enacted, was released from active duty, ceased to performe inactive duty 
training, or was separated from service as a member of a uniformed service 
under conditions other than dishonorable, a disability is service-connected 
if it resulted from a disease or injury which the Veterans’ Administration 
determines was incurred or aggravated while such individual was on active 
duty, active duty for training, or inactive duty training as a member of a 
uniformed Service and 

“(i) he files application for a disability determination while under 
such disability and within three years after the month following the 
month in which the Uniformed Services Survivor Benefits Act is enacted, 
and 

“(ii) the Veterans’ Administration determines that while such in- 
dividual was on active duty or inactive duty training as a member of 
a uniformed service he incurred a disease or injury or such disease or 
injury was aggravated and that as a result thereof such individual was 
under a disability (whether or not within the meaning of such term 
as defined in section 216 (i), at the time he was released from active 
duty, ceased to perform inactive duty training, 

or was separated from service as a member of a uniformed service or within 
three years thereafter, which the Veterans’ Administration rates as total 
and permanent for purposes of compensation payable by such 
Administration. 

“(7) The provisions of paragraphs (5) and (6) shall not be applicable 
to any individual so long as he is insured pursuant to the Federal Em- 
ployees’ Group Life Insurance Act of 1954; nor to any individual for any 
period for which payments are made with respect to his disability under the 
Federal Employees’ Compensation Act.” 

(e) The amendments made by this section shall be effective in the case of 
lump-sum death payments with respect to deaths occurring after, and monthly 


benefits with respect to months after, the month following the month in which 
this Act is enacted. 


SPECIAL PROVISIONS IN CASES OF PRIOR DEATHS 


Sec. 207. (a) In the case of any individual— 

(1) who died prior to the second month following the month in which this 
Act is enacted, 

(2) who served on active duty or inactive duty training as a member of 
a uniformed service after September 15, 1940, 

(3) whose death occurred while on such duty or whose death occurred 
within three years after he is released from active duty, ceases to perform 
inactive duty training, or is separated from service as a member of a uni- 
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formed service under conditions other than dishonorable and resulted from 
a disease or injury which the Veterans’ Administration determines was in- 
curred or aggravated while on active duty, active duty for training or in- 
active duty training as a member of a uniformed service, and 
(4) with respect to whom less than six of the quarters in the period ending 
with the quarter in which he died were quarters of coverage. 
he shall be deemed to have died a fully and currently insured individual for pur- 
poses of monthly benefits under Title II of the Social Security Act. The terms 
used in this section shall have the same meaning as when used in such Title II, 

(b) No monthly benefits under title II of the Social Security Act shall be pay- 
able by reason of subsection (a) for any month prior to the second month fol- 
lowing the month in which this Act is enacted; and no lump-sum death payment 
under such title shall be payable by reason of such subsection. 

(c) If any monthly benefits are payable under Title II of the Social Security 
Act by reason of subsection (a), the primary insurance amount on which such 
benefits are based shall be $30 instead of the amount computed under such title: 
and for purposes of section 208 (a) the average monthly wage on which such 
benefits are based shall be deemed to be $55. 

(d) In the case of any individual to whom subsection (a) is applicable, the 
requirement in section 202 (h) of the Social Security Act that proof of support 
be filed within two years of the date of his death shall not apply if such proof 
is filed before July 1, 1957. 


REIMBURSEMENT OF TRUST FUND FOR COST OF WAGE CREDITS FOR CERTAIN 
MILITARY SERVICE 


Sec. 2O8. Section 217 of the Social Security Act is amended by adding after 
subsection (e) the following new subsection : 


“Reimbursement for Cost of Wage Credits for Certain Military Service 


“(f) (1) There are hereby authorized to be appropriated to the Trust Fund 
annually, as benefits under this title are paid by reason of subsections (a), (Db), 
and (e) with respect to months after the month in which the Uniformed Services 
Surviver Benefits Act is enacted, such sums as the Secretary determines to be 
necessary to meet the additional costs, resulting from subsections (a), (b), and 
(e), of such benefits (including lump-sum death payments). 

“(2) The Secretary shall, within two years after the month in which the Uni- 
formed Services Survivor Benefits Act is enacted, determine the amount which 
woull place the Trust Fund in the same position in which it would have been 
at the close of such month, if section 210 of the Social Security Act, as in effect 
prior to the Social Security Act Amendments of 1950, and section 217 of the 
Social Security Act (including amendments thereof) had not been enacted. 
There are hereby authorized to be appropriated to the Trust Fund for each of the 
first tive fiscal years beginning after such determination is made, a sum equal to 
one-fifth of the amount so determined plus interest on the unpaid balance at 
the average rate of interest earned by the Trust Fund during the second year 
preceding the year for which the appropriation is made, as determined by the 
Managing Trustee.” 


REIMBURSEMENT OF TRUST FUND FOR PRESUMED INSURED STATUS OF SERVICEMEN 


Sec. 209. There are hereby authorized to be appropriated to the Federal Old- 
Age Survivors Insurance Trust Fund annually, as benefits under title II of the 
Social Security Act are paid by reason of the amendments thereto made by sec- 
tions 205 and 206 of this Act or by reason of section 207 of this Act, such sums 
as the Secretary determines to be necessary to meet the costs, resulting from 
such amendments or such section, of such benefits (including lump-sum death 
payments). 


Part B—AMENDMENTS TO THE INTERNAL REVENUE Cope oF 1954 
DEFINITION OF WAGES 


Sec. 211. (a) Section 3121 (i) of the Internal Revenue Code of 1954 is 
amended to read as follows: 
“(i) COMPUTATION OF WAGES IN CERTAIN CASES..— 
“(1) DoMEstIc SERVICE—For purposes of this chapter, in the case of 
domestic service described in subsection (a) (7) (B), any payment of cash 
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remuneration for such service which is more or less than a whole-dollar 
amount shall, under such conditions and to such extent as may be pre- 
scribed by regulations made under this chapter, be computed to the nearest 
dollar. For the purpose of the computation to the nearest dollar, the pay- 
ment of a fractipnal part of a dollar shall be disregarded unless it amounts 
to one-half dollar or more, in which case it shall be increased to $1. The 
amount of any payment of cash remuneration so computed to the nearest 
dollar shall, in lieu of the amount actually paid, be deemed to constitute 
the amount of cash remuneration for purposes of subsection (a) (7) (B). 

“(2) SERVICE IN THE UNIFORMED SERVICES.—For purposes of this chapter, 
an individual who performs service during any part of a month, as a 
member of a uniformed service, to which the provisions of subsection (m) 
are applicable shall, in lieu of the remuneration actually paid to him for 
such service, be deemed to be paid for such service at the rate of pay appear- 
ing in column II of the following table on the line on which appears in 
co.umn I his pay grade for such month or, if his pay grade changed during 
the month, his last pay grade in such month; and such remuneration shall 
be deemed to be paid on the last day of such month in which he performed 
such service : 


II 
I Presumed 
Pay Monthly 
Grade Remuneration 
DI — srsinaichtesnpens apierepeggabenvite ousting seaapslcnninn SanantesS Gaacuil: teas deste iarivihang Albedamatibieidiamadiall $200 
Dns ecsnninhcshe winbibsheneh tnlahibivs tipi salts msgid ele lipediai iain tae taeda tiiaien dbinblicines tani pind Demat $200 
TB icc eininins Sesntinitaten chin ital aha ait sittin tehbasmearmna eh -eigeananineie aes imillean $220 
Nie@ua cutie ub babuewiis ehebabug abi de ead h a litarialndiieta: $260 
FOO tn nt itm cine Mien AOR Ain Chen bbe abies edeedewhes eels 
Tanne estes ssid h retest bapniaen baeehetohidmmilong he bbibea dd dae aman $350 
W-7 sei wee a i eh a ia a hee attiae Seeraeionssdesbames $350 
Warrant and commissioned officers (all grades) _-_-.--_---_------------- $350 


The determination of the amount of any such remuneration which consti- 
tutes wages for purposes of this chapter shall be made without regard to 
pareg°’aphs (2) and (4) of subsection (a).” 
(b) The amendment made by subsection (a) shall be effective only with respect 
to remuneration for service performed after the month following the month in 
which this Act is enacted. 


DEFINITION OF EMPLOYMENT 


Sec. 212. (a) (1) Section 3121 of the Internal Revenue Code of 1954 is 

amended by adding at the end thereof the following new subsections: 
“(m) SERVICE IN THE UNIFORMED SERVICES.— 

“(1) INCLUSION OF SERVICE.—The term ‘employment’, as defined in sub- 
section (b) of this section, shall, notwithstanding the provisions of such 
subsection (b) of this section, include service performed by an individual 
as a member of a uniformed service on active duty; but such term shall 
not include any such service which is performed while on leave without pay. 

“(2) Active puty.—The term ‘active duty’ means ‘active duty’ as defined 
in section 101 of the Uniformed Services Survivor Benefits Act, except that 
it shall also include ‘active duty for training’ as defined in such section. 

“(3) INACTIVE DUTY TRAINING.—The term ‘inactive duty training’ means 
‘inactive duty training’ as defined in such section 101. 

“(n) MEMBER OF A UNIFORMED SERvice.—The term ‘member of a uniformed 
service’ means any person appointed, enlisted or inducted in a component of the 
Army, Navv, Air Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, 
or Public Health Service, or in one of those services without specification of 
component, any person serving in the Army or Air Force under call or conscrip- 
tion, including a person who is a member of the National Guard or Air National 
Guard of any of the several States and Territories, or of the District of Colum- 
. bia, when in the service of the United States pursuant to call as provided by law. 
The term includes a retired member of any of those services, 2 member of the 
Fleet Reserve or Fleet Marine Corps Reserve. a member of the Reserve Officers 
Training Corps, the Naval Reserve Officers’ Training Corps, and the Air Force 
Reserve Officers’ Training Corps, while on annual training duty, but does not 
include a cadet or midshipman.” 

(2) The first sentence of section 3122 of the Internal Revenue Code of 1954 
is amended by inserting “including service, performed as a member of a uni- 
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formed service, to which the provisions of section 3121 (m) are applicable,” 
immediately aiter “in the employ of any instrumentality which is wholly owned 
by the United States,”. 

(b) The amendments made by this section shall be effective only with respect 
to service performed after the month following the month in which this Act is 
enacted. 

KECEIPTS FOR EMPLOYEES 


Sec. 213. Section 6051 (b) of the Internal Revenue Code of 1954 is amended 
to read as follows: 

“(b) SPECIAL RULE AS TO COMPENSATION OF MEMBERS OF ARMED Forces.—In 
the case of compensation paid for service as a member of the Armed Forces, the 
statement required by subsection (a) shall be furnished if any tax was with- 
held during the calendar year under section 3402, or if any of the compensation 
paid is includible in grocs income under chapter 1, or if during the calendar year 
any amount was required to be withheld as tax under section 3101. In lieu of 
the amounts required to be shown by paragraphs (3) and (5), respectively, of 
subsection (a), such statement shall show as wages paid during the calendar 
year (1) the amount of such compensation paid during the calendar year which 
is not excluded from gross income under chapter 1 (whether or not such com- 
pensation constituted wages as defined in section 3401 (a)), and (2) the total 
amount of wages as defined in section 3121 (a), computed in accordance with 
such section and section 3121 (i) (2).” 


Par?t C—AMENDMENTS RELATING TO RAILROAD RETIREMENT 


Sec, 221. (a) Section 205 (c) of the Social Security Act is amended by 
striking out “subsection (a) or (e) of section 217 of this Act” and inserting in 
lieu thereof “subsection (a) or (e) of section 217 of this Act or if remuneration 
is deemed paid to such employee during such month for service, as a member 
of a uniformed service, to which the provisions of section 210 (m) of this Act 
are applicable’. 

(b) Section 1 (q) of the Railroad Retirement Act of 1937 is amended by 
ro out “as amended in 1954” and inserting in lieu thereof “as amended 
in 1955.” 

(c) Section 3 (e) of the Railroad Retirement Act of 1937 is amended by 
inserting after “December 31, 1936,” the words “other than service attributable 
to militaty service under section 4 to which the provisions of section 210 (m) 
of that Act are applicable,”. 

(d) So much of the first sentence of section 5 (1) (6) of the Railroad Re- 
tirement Act of 19837 as appears within parentheses is amended by inserting 
immediately before the close parenthesis “and except that such wages shall not 
include the first $160 of remuneration per month for service to which the pro- 
visions of section 210 (m) of such Act are applicable and with respect to which 
he is credited with compensation under section 4 of this Act”. 


Part D—MISCELLANEOUS 


EXCLUSIONS FROM FECA AND GOVERNMENT EMPLOYEES’ LIFE INSURANCE 


Sec. 231. (a) Section 40 (b) of the Federal Employees’ Compensation Act is 
amended by striking out clauses (2) and (3), redesignating clauses (4) and 
(5) as clauses (2) and (3), respectively, and inserting immediately before the 
close parenthesis in clause (1) “but excluding commissioned officers of the 
Regular Corps of the Public Health Service, officers in the Reserve of the Public 
Health Service on active duty, and commissioned officers of the Coast and Geo- 
detic Survey”. 

(b) Section 2 (b) of the Federal Employees’ Group Life Insurance Act of 
1954 is amended by inserting immediately before the period “, or to commissioned 
officers in the Regular Corps of the Public Health Service, commissioned officers 
in the Reserve of the Public Health Service on active duty, or commissioned 
officers of the Coast and Geodetic Survey”. 

(ce) The amendments made by subsection (a) shall be effective only in the 
case of disability or death resulting from injury sustained after the month 
following the month in which this Act is enacted. The amendments made by 
subsection (b) shall be effective only in the case of individuals who are not 
insured pursuant to the Federal Employees’ Group Life Imsurance Act on the 
last day of the month following the month in which this Act is enacted or who, 
though insured on such day, thereafter give notice as provided in section 5 (a) 
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of the Federal Employees’ Group Life Insurance Act within one year after the 
month following the month in which this Act is enacted (but in such case only 
with respect to the period beginning with the effective date of such notice). 


DETERMINATIONS BY VETERANS’ ADMINISTRATION 


Sec. 232. The Veterans’ Administration shall, at the request of the Secretary 
of Health, Education, and Welfare, certify to him, with respect to any individual 
who has been on active duty or inactive duty training as a member of a uni- 
formed service, such information as the Secretary deems necessary to carry 
out his functions under this Act and the amendments made thereby. The terms 
used in this section shall have the same meaning as when used in title II of the 
Social Security Act. 


TITLE ITI—AMENDMENTS AND REPEALS 
AMENDMENTS 


See. 301. (a) The last proviso of section 1 of the Act of August 30, 1935 (49 
Stat. 1028), as amended (10 U. 8S. C. 456), is further amended by amending 
clauses (1) and (2) to read as follows: 

“(1) if called or ordered by the Federal Government into the active mili- 
tary service for extended military service, or to perform active duty for 
training, in excess of thirty days suffer disability or death in line of duty 
from disease or injury while so engaged or while performing authorized 
travel to or from such service or duty, or to or from the place of physical 
examination incident to such call or order; or 

“(2) if called or ordered by the Federal Government to perform active 
duty or active duty for training for a period of thirty days or less, or in- 
active-duty training, or if performing authorized inactive-duty training, 
suffer disability or death in line of duty from injury while so engaged or 
while performing authorized travel to or from such active duty or active 
duty for training, authorized travel to or from the place of physical exami- 
nation incident to such call or order or travel to or from such inactive-duty 
training by Government vehicle or aircraft ;”. 

(b) Section 304 of the Naval Reserve Act of 1938 (52 Stat. 1181), as amended 
(34 U. S. C. 855¢c), is further amended by deleting all that appears before the 
third proviso, deleting in the third proviso the words “Provided furthér, That”, 
and substituting therefore the words “In time of peace”. 

(ec) Section 4 of the Naval Aviation Personnel Act of 1940 (54 Stat. 864), as 
amended (34 U. 8. C. 855c-1), is further amended by— 

(1) amending clauses (1) and (2) to read as follows: 

“(1) if called or ordered by the Federal Government into active naval or 
military service for extended naval or military service, or to perform active 
duty for training, in excess of thirty days, suffer disability or death in line 
of duty from disease or injury while so engaged or while performing author- 
ized travel to or from such service or duty or to or from the place of physical 
examination incident to such call or order ; 

“(2) if called or ordered by the Federal Government to perform active 
duty, or active duty for training for a period of thirty days or less, or 
inactive-duty training, or if performing authorized inactive-duty training, 
suffer disability or death in line of duty from injury while so engaged or 
while performing authorized travel to or from the place of physical examina- 
tion incident to such call or order or travel to or from such inactive-duty 
training by Government vehicle or aircraft ;”; and 

(2) deleting the words “compensation from the Bureau of Employees’ Com- 
pensation, Federal Security Agency, under the provisions of section 304 of 
the Naval Reserve Act of 1938 (52 Stat. 1181)” and the words “section 310 
of the Naval Reserve Act of 1938 (52 Stat. 11838)", and substitute therefor 
the words “section 413 of the Armed Forces Reserve Act of 1952”. 

(d) The National Service Life Insurance Act of 1940, as amended is further 
amended by— 

(1) amending the last sentence of section 620 to read as follows: “All 
persons granted indemnity protection under section 103 of the Uniformed 
Services Survivor Benefits Act shall be considered to be in the active service 
for the purpose of applying for insurance under this section. In the case of 
persons includid in clauses (F) and (G) of section 101 (a) (1) of the Uni- 
formed Services Survivor Benefits Act application for insurance must be filed 
within one year after the incurrence of the disability.” ; and 


as 
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(2) deleting in the first sentence of section 621 (a) the words “Any person 
entitled to indemnity protection under section 2 of the Servicemen's Indem- 
nity Act of 1951” and substituting therefor the words “Any person entitled 
to indemnity protection under section 103 of the Uniformed Services Sur- 
vivor Benefits Act”’. 

(e) Section 212 (a) (1) of the Act of July 1, 1944 (58 Stat. 689) is amended 
by striking out the words “six months’ pay in case of death,’’. 

(f) Section 3 of the Act of June 20, 1949 (63 Stat. 202) is amended by amending 
clauses (1) and (2) to read as follows: 

“(1) if engaged for periods in excess of thirty days in any type of training 
or active duty under sections 5, 81, 92, 94, 97, or 99 of the National Defense 
Act, as amended, suffer disability or death in line of duty from disease or 
injury while so engaged, or while performing authorized travel to or from 
such training or duty, or to or from the place of physical examination prelim- 
inary to such training or duty; or 

“(2) if engaged for a period of thirty days or less in any type of training 
or active duty under such sections of the National Defense Act, as amended, 
suffer disability or death in line of duty from injury while so engaged, er 
while performing authorized travel to or from such training or active duty 
or to or from the place of physical examination preliminary to such duty, 
or while performing travel to or from inactive-duty training by Government 
vehicle or aircraft :”. 

(g) Section 402 of the Career Compensation Act of 1949, as amended, is further 
amended by— 

(1) inserting in clause (1) of subsection (a) and in clause (1) of subsec- 
tion (b) after the words “active duty” the words “or active duty for 
training” ; 

(2) inserting in clause (4) of subsection (a) after the words “active duty” 
the words “or was incurred while performing authorized travel to or from 
such duty”; and 

(3) inserting in clause (4) of subsection (c) before the semicolon at the 
end thereof the words “or was incurred while performing authorized travel 
to or from such active duty, full time training duty, or other full time duty, 
or to or from the place of physical examination incident to such duty, or 
while performing travel to or from inactive duty training by Government 
vehicle or aircraft”. 

(h) The Servicemen’s Indemnity Act of 1951, as amended, is further 
amended by— 

(1) repealing all of the Act except the second, third, fourth and fifth 
sentences of section 5 and except section 6; and 

(2) adding at the end of section 5 the following sentence: “Any person 
entitled to indemnity protection under section 103 of the Uniformed Services 
Survivor Benefits Act shall be considered to be in the active service for the 
purpose of reinstating or appkying for insurance under this section.” 

(i) Section 2 (b) of the Federal Employees’ Group Life Insurance Act of 1954 
is amended by deleting the words “the Servicemen’s Indemnity Act of 1951 (65 
Stat. 33)” and substituting therefor the words “section 1083 of the Uniformed 
Services Survivor Benefits Act’’. 

REPEALS 


Sec. 302. The following Acts or parts of Acts are repealed : 

(1) Sections 1 and 2 of the Act of December 17, 1919 (c. 6, 41 Stat. 367), 
as amended (10 U. 8. C. 903). 

(2) The second paragraph under “Bureau of Supplies and Accounts” of 
the Act of June 4, 1920 (c. 228, 41 Stat. 824), as amended (34 U.S. C. 943). 

(3) The Act of March 10, 1928 (¢. 153, 45 Stat. 249: 10 U. S. C. 90Ba). 

(4) The Act of May 12, 1930 (c. 248, 46 Stat. 268), as amended (34 U.S. C. 
944). 

(5) The Act of July 15, 1939 (c¢. 284, 53 Stat. 1042), as amended (5 U.S. €. 
797). 

(6) Section 9 of the Act of January 19, 1942 (56 Stat. 8), as amended (33 
U.S. C. 870). 

(7) 14 U.S. C. section 489. 

Sec. 303. The provisions of section 4 of the Act of June 20, 1949 (63 Stat. 202), 
are applicable to the amendments contained in sections 301 (a), 301 (c) and 301 
(f) of this Act, except, that with respect to persons whose entitlement to benefits 
arises solely by virtue of the amendments contained in those sections, no pay- 
ments shall be made for any period prior to the effective date of this Act. 
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Sec. 304. The amendment or repeal of any provision of law by this Act does 
not deprive any person of any right to insurance or any benefit or compensation 
for which he was eligible or which he was receiving before the effective date of 


this Act. 


APPENDIX B 
CHarr I 


THE PRESENT SURVIVORS BENEFITS SYSTEM IS A COMPLEX, 
MULTIPLE STRUCTURE, WHICH LIKE TOPSY, “JUST GROWED” 





CuHart II 


Survivor benefits—Initial monthly income under present survivor provisions and 


ratio to active-duty pay and allowances, widow without children 


| 
| 


Grade pay 

















2 Source: 
Veterans’ Administration eit 
Soldiers’ indemnity - ---- = 


Toa. ne 
‘Source: 














bonus. 
Soldiers’ indemnity 





! Total pay adjusted for dependency status. 


Initial monthly income 


$204. 49 | 


209. 31 
223. 79 


289. 92 | 


338. 59 | 


379. 44 
447.29 
463. 61 
499. 54 
562. 64 
691. 38 


407, 56 | 
550. 78 | 


656 60 
744. 61 
820. 48 
998. 08 
1, 214. 93 
1,317. 51 


$179. 90 | 


179. 90 
179. 90 
179. 90 
179. 90 
179. 90 


179. 90 | 
179. 90 | 
179. 90 | 


179. 90 


179. 90 | 


179. 90 
179. 90 
179. 90 
179. 90 
179. 90 
179. 90 
179. 90 
179. 90 


Gross pay ! Regular ? | Reservist ° 


\— tbh anal 


$174. 90 


177.14 | 


183. 65 
213. 40 


235. 24 | 


253. 67 
284. 23 
292. 75 
309. 07 
337. 50 


395, 21 | 


267. 63 


332. 08 | 


379. 73 
419. 32 
453. 45 
533. 37 
617. 90 


617. 90 | 


Regular 


88 
86 
80 
62 
53 
47 


Federal employees’ compensation: 45 percent of total pay, less medical costs and reenlistment 





} 
Ratio (percent) to total 
pay 


Reservist 


. 00 
. 90 


179. 90 


$92. 90 
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Cuart III 


Survivor benefits—Initial monthly income under present survivor provisions and 
ratio to active-duty pay and allowances, widow with 2 children 





Initial monthly income Ratio (percent) to total 
| pay 
ea 
Gross pay'| Regular? | Reservist?) Regular Reservist 


| 
$250.09 | $370.90 | $380.38 | 148 152 
250. 38 370. 90 380. 69 148 152 
269. 39 370. 90 393. 98 138 146 
309. 72 370. 90 422. 22 120 | 136 
358. 3 370. 90 456. 19 103 127 
399. 24 370. 90 483. 53 93 121 
467.09 | 370. 90 | 520. 49 79 Ill 
463. 61 | 370 90 | 531. 79 80 115 
499. 54 370. 90 | 557. 16 74 112 
562. 64 370. 90 | 601. 39 66 | 107 
691. 38 370. 90 | 691.16 | 54 100 
407. 56 370. 90 | 492. 70 91 121 
550. 78 370. 90 | 592. 96 67 108 
656 60 370. 90 167. 08 56 102 
744 61 370. 90 | 728 66 50 gs 
820 48 370. 90 . 90 45 91 
998 08 | 370. 90 5. 90 37 75 
1, 214. 93 | 370. 90 | 5.90 31 61 
1, 317. 51 370. 90 | 90 28 57 


! Total pay adjusted for dependency status. 

2 Source: 
Veterans’ Administration i vii iie ous $150. 00 
Soldiers’ ind»mnity 2 92. 90 
Social aequiaities...... cul acieuebeen -..... aemeeeusess 128. 00 


Totelassimessusss-......25 370. 90 


3 Source: 
noes employees’ compensation: 70 percent of total pay, less medical costs and reenlistment 


nus. 
Soldiers’ ind+mnity 
Social security _- 





ss ——— 
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Cuarr IV 


THE PRESENT SURVIVORS BENEFITS SYSTEM HAS GIVEN RISE 


URLs 





MONTHLY PAYMENTS 0-4 
(MAJOR - LT. COMMANDER TEN YRS. SERVICE) a 
\| 







MONTHLY PAY & 
ALLOWANCES 


$363 $371 
Tuftts SS. ST es eT a ee 
°. >a 


is Las 
93 


50 


pas) a8 3 REGULAR adil die) 


it mat] | 


CHART V 


AACE Mee ta La 
eC CULM UO MNBL MN ae Raa N YUL 
ON 30 JUNE 1955 


MONTHLY PAYMENTS $200 
ep cok Sab ae) +) 
(WIDOW AND 2 CHILDREN) 


tia 


eigen 
NO OAS! 


10 YEARS 
IN mvc ENTERING SERVICE 


THESE PAY MENTS REPRESENT A LARGE PROPORTION OF TOTAL BENEFITS 
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CuHarr VI 


PURPOSE OF THE PROPOSED SURVIVORS’ BENEFITS PLAN 


TO PROVIDE FAIR AND ADEQUATE 
SURVIVOR BENEFITS TO 
DEPENDENTS OF: 


1. ACTIVE DUTY SERVICEMEN 


2. VETERANS AND RETIRED 
MILITARY PERSONNEL 


3. DECEASED SERVICEMEN 
AND VETERANS 


Cuart VII 


SURVIVORS BENEFITS ACTIVE DUTY PERSONNEL 


4 MONTHS GROSS PAY 


1. ALL DO NOT BENEFIT . 
2. PAYMENTS BASED ON TIME 
SERVICEMER’S CONTRIBUTIONS 


$10,000 FOR DEATH PAYABLE 
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Cuart VIII 


SVT AML a aa LPs AD Ld 


LT. COL. WIDOW AND TWO CHILDREN 
We Ds OM 1a dab 


SE | ai 


aie ae 


$200 


WIDOW 30 


CHILDREN 4 os AGE 
7 — ah) 





CHart IX 


my!  ( | r 


S/SGT - PO 2C 


ee =: WIDOW AND 2 CHILDREN 
$500 


sa a 


om 
ry rooms 
. ma 7 


= ; 30 
ooo 
, Sa 
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Cuart X 


SURVIVORS BENEFITS VETERANS AND RETIRED PERSONNEL 


1. CONTINUED PARTICIPATION 1. CONTINUES, BUT WITH HIGHER 
NECESSARY TO RETAIN FULL COVERAGE WAGE CREDIT LEVEL 
2. DISABLED VETERAN CREDIT BENEFITS PAYABLE FOR NORMAL 
PRESERVED DEATHS AS WELL AS SERVICE- 
CONNECTED DEATHS 
3. NO PAYMENTS OVER 65 FOR MOST PAYMENTS BOTH TO RETIRED 
RETIRED PERSONNEL SERVICEMEN ALONE & WITH WIFE 


1. FREE INDEMNITY COVERAGE ($92.90) | 1. INDEMNITY COMPENSATION 
CEASES 120 DAYS AFTER SEPARATION COVERAGE ($50) CEASES 120 DAYS 
AFTER SEPARATION 
- SAME 


IF DEATH DUE TO SERVICE-CONNECTED SAME -- EXCEPT RATE OF 
CAUSE —COMPENSATION IS AT SAME COMPENSATION COMPUTED AT 20% 
RATE AS DEATH ON ACTIVE DUTY OF GROSS PAY AT SEPARATION 


Cu,art XI 


SURVIVORS BENEFITS VETERANS AND RETIRED PERSONNEL 
E-7 OVER 14 YEARS SERVICE (SERVICE CONNECTED DEATHS) 
2 i 3st M/SGT - CPO 
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CHART XII 


SURVIVORS BENEFITS DEPENDENTS OF PRESENTLY DECEASED 
SERVICEMEN AND VETERANS -- SERVICE CONNECTED DEATH 


PRESENT PROPOSED 


DEPENDENT ON STATUS OF 


OPTION OF ELECTION OF 
DEPENDENCY COMPENSATION 
IN LIEU OF VA DEATH 
COMPENSATION 


MEMBER AT TIME OF DEATH, 


WHETHER ACTIVE DUTY, 


VETERAN OR RETIREE @ 


EXTENSION OF 
OAS! BENEFITS 





Cuart XIII 


SURVIVORS BENEFITS DEPENDENT OF PRESENTLY DECEASED 


MEMBER DIED ON ACTIVE DUTY BEFORE ENACTMENT 
0-8 WIDOW 
Ll i OM i dat) MAJ. GEN. - RADM. 








BTU 
WIDOW 55 
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CHartT XIV 


a aaa gs ee a) 
eae aed a 


pe eee E-7 WIDOW AND 2 CHILDREN miscr - cro 


PAY AND ALLOWANCES | | 
$382 | 


Goss PAY $445 


pt! 





CHART XV 


TTT MM GMM tna al 
NTT aT Lee LRA AGATE 


MONTHLY BENEFITS E-7 20 YEARS SERVICE M/SGT - CPO 
$300 


RETIREE DIED ONE YEAR AFTER RETIREMENT AND WHILE 
EMPLOYED IN COVERED EMPLOYMENT OASI — LEFT WIFE 40 
AND TWO CHILDREN AGES 8 AND 12 - NO COA PARTICIPATION 
OR GOVERNMENT SPONSORED INSURANCE 


UNDER PRESENT LAW — NO SURVIVOR BENEFITS 


$0 
ie ei 45 bo 
CHILDREN 12 —_—— Sak 


ee. 
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CHart XVI 


CULL AD LL UEaIRINYeaa a 


FECA 


VA BENEFITS 
NEW DEATHS 


DEATH 
GRATUITY . 
Tt PROPOSED 
PRESENT VALUE BASIS FOR NEW DEATHS (PLUS OAS! CONTRIBUTIONS 


CHaArT XVII 


PROJECTION oF ANNUAL DISBURSEMENTS FOR SURVIVOR BENEFITS 
FOR FUTURE ACTIVE SERVICE ae Te me: 


MILLIONS OF DOUARS ee 


CURRENT INT SYSTEM 
SERVICEMEN’S 
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Cuart XVIII 


RESPONSIBILITIES FOR ADMINISTRATION 


VETERANS ADMINISTRATION LABOR DEPARTMENT 


| INDEMNITY NSLI-IN SERVICE | 
| NSLI-POST SERVICE USGLI | 


FECA 


| 
a = << ‘ 4 


| SPECIAL SPECIAL 

DISABILITY NON-DISABILITY SOCIAL SECURITY ADMINISTRATION 
tenes rae PARTIAL | 
Sets | OD AGE AND suRvivorS 


DEATH COMPENSATION | | .____ INSURANCE 
WIDOW WIDOW WITH 


ALONE MINOR CHILDREN | APPROPRIATE MILITARY SERVICE 


MINOR CHILDREN DEPENDENT = | 
ALONE PARENTS =| DEATH GRATUITY | 


| | 


| 
5) 3. 





CHart XIX 


ADVANTAGES OF THE PLAN 
e MORE EQUITABLE AND REALISTIC 
INCOME FOR SURVIVORS DIRECTLY RELATED TO SERVICEMAN’S INCOME 


© WIDOWS GET MORE 
PAYMENTS MORE EVENLY DISTRIBUTED . . . BETTER OVER THE LONG RUN 


© ELIMINATES EXCESSIVE BENEFIT PAYMENTS 
REDUCES BENEFITS TO NON-DEPENDENTS AND REMARRIED WIDOWS 


© EQUALIZES BENEFITS 
ALL CATEGORIES RECEIVE EQUITABLE TREATMENT 


© SIMPLER ADMINISTRATION 
FEWER CONTACT POINTS FOR SURVIVORS 


© SERVICEMEN CONSIDER IMPORTANT 
MAY REDUCE HIGH LOSS RATE 


© SERVICEMEN PARTICIPATE 
KNOWLEDGE OF PROVIDING AN ESTATE FOR DEPENDENTS . . 
SOMETHING WHICH CANNOT BE TAKEN AWAY 


65018—55——41 
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1 Primary beneficiaries. 


2 Sole survivor. 
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APPENDIx D 


PRoposeD PLAN FOR IMPROVED MILITARY CAREER SERVICE SURVIVOR BENEFITS 
THE PROBLEM 


1. There are now 6 major survivor benefit programs for military personnel 
and former military personnel administered by 4 different agencies. 

2. These programs have grown up in a piecemeal fashion and are not properly 
coordinated. As a result excessive amounts are paid in some cases, while gaps 
in protection exist for other personnel, particularly officers with long service. 


OBJECTIVES OF A SOUND REVISED PLAN 


1. Equalization of benefits for all personnel, Regular and Reserve, according to 
attained total pay rate of servicemen. 

2. Parity of treatment fur personnel deceased from service-connected causes 
after separation from service and those deceased in service. 

3. Coordination of benefits for survivors now on Veterans’ Administration serv- 
ice-connected compensation rolls with proposed benefits for new beneficiaries. 

4. Equalization of benefits for personnel who die in retired status in the future 
with benefits for personnel who die in active service. 

5. Continuous basic protection for noncareer personnel which they can carry 
with them upon return to civilian life. 

6. Simplicity of administration, and assured and prompt payment of benefits 
to dependents, but without abuse. 

7. Adequate levels of protection for all survivors dependent upon the service- 
man, but without duplication of benefits or excessive cost. 


PROPOSED PLAN 


1, Is built on groundwork laid by Kaplan Committee, House Select Committee 
on Survivor Benefits, and preceding studies. 

2. Simplifies and rationalizes existing programs to achieve above objectives, 
but retains important features of existing programs within a coordinated total 
benefit system. 

3. The basic components of the proposed new career service benefit system are: 

A. Death gratuity payable by the service departments on a prompt basis 
under streamlined procedures. 

B. Full contributory OASI coverage for all military personnel with 
guaranteed immediate insured status. 

C. A single VA service compensation program with two parts: 

(a) An indemnity compensation component, retaining important 
elements of the long-standing VA insurance and indemnity programs, 
which— 

Provides a minimum assured payment to close relatives of serv- 
iceman for 10 years, or longer if relative is dependent, 

Includes an appropriate adjustment for existing VA insurance 
protection, 

Allows the serviceman latitude to designate beneficiaries. 

(b) A “dependency compensation” component, geared to the total 
compensation of the serviceman, which will apply in case of de- 
pendency— 

To future deaths in active service, 
To future service-connected deaths after separation, 
To those dependents already on VA death compensation rolls 
if they elect. 
D. Improved benefits for retired military personnel, under a revised Uni- 
formed Services Contingency Option Act, which will be— 

Provided at same rates for disabled as for nondisabled personnel, 

Available under reopened election to presently retired as well as 
active personnel, 

Coordinated with the other VA benefits available to retired per- 
sonnel. 
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PROPOSED BENEFITS 


B\\\\\\\ FE 


— 


a“ 
4 
_ 
a 
“ 


CHA 


Total Benefits for Widow and One Child 


Monthly Rates as Percent of Servicemen’s “Gross Pay” 
PRESENT LAW 


Same Rates 
all Grades $200-1250. 


“Gross Pay” 
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20ND ZOU 
PROPOSED BENEFITS 


PRESENT LAW 
0-1 
$300 $400 


$200 
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EE ET ee YE 


Eri 
$200 
CHart VI-A 
TOTAL BENEFITS FOR FOUR MINOR CHILDREN ALONE 
Monthly Rates as Percent of Serviceman's "Gross Pay* 


$200-1250 


game Rates for all 


Grades 





Grade and 
“Gross Pay” 
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re Lower 


Than Present, This Family Would Continue 


Note: Since Proposed Benefits A 
To Draw Present Rates. 


iaries 


Wi 


Z 


Widow (over 65) of Master Sergeant 
(E-7, 30 Years Service) 
Ji 
Wy 


Crrart IX 


een’ 
3 N 3\ 
ad. RO 


Widow and 3 Minor Children of Brig. General 
(21 Years Service) 


Widow (over 65) of Lt. General 
(40 Years Service) 


2 
: 
a 
5 
: 
é 
s 
s 
: 
ui 
4 
°o 
é 
: 
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DOLLARS PER MONTH 
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SERVICEMEN’'S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


5.—Survivor benefits for disabled retired military personnel—Surviwor- 
ship benefits under Uniformed Services Contingency Option Act 


[Dollars per month] 


Proposed USCOA 


ai ‘ 1g 
| Assumed ages | Present USCOA ! amendment ! 


Years’ |————Tr Fully |— 
service disabled 


at retire- Survivor’s| Nondisa-|Survivor’s| pendency 


Pay grade | retired | Disability benefit | bility de- 
from re- ‘ 
: .| bility from re- 
tired Pay) table) | tiredpay| table) 


| ment | Men pay deduction) ‘(gisa. | duction 
| 
| 


10 25 | $154.79 $16 44 $69.18; $8.06 
14 | 33 29 189. 19 22. 85 83.17 12. 16 
1 | 23 22/ 166 73 15. 44 75. 65 6 82 
3 | 30 27 277. 88 30. 87 123. 51 15. 53 
18 | 40 36 411. 26 58.15 176 56 34.01 
22 | 45 41 500. 18 79. 43 210.38 | 49.37 
30 53 49 | 644.67 125. 13 259. 77 81.74 
30 | 58 54 744.71 | 164.88 289. 91 107. 83 














1 Assumes widow’s benefit equal to 44 of serviceman’s reduced retired pay is elected. Payable for death 
from non-service-connected causes as well as service connected. 

2 Payable without reduction in retired pay but only in case death is service connected. Lf the USCOA 
benefit elected in such cases should be less than the ‘‘dependency compensation’’ benefit, the VA would 
make up the difference. 


TABLE 6.—Survivor benefits for nondisabled retired military personnel—Sur- 
vivorship benefits under Uniformed Services Contingency Option Act 


[Dollars per month] 





Assumed ages aes — Proposed 
‘ lternate 
| jar —_——————-——— _—_— a 
Soe VA “‘de- 
Service Fullre | Nondisa- pendency 
at retire- tired pay bility USCOA | compensa- 
ment Men | Women deduction | survivor tion’’ 
from re- benefit benefit 3 
tired pay 


48 $194. 93 $21. 27 $86. 83 $85 
48 229. 32 25. 02 102. 15 95 
51 244. 54 30. 42 107.06 95 
51 344. 56 42. 86 150. 85 135 
52 455. 72 56. 19 199. 77 
52 544. 64 67.15 238. 75 
56 644. 67 88. 71 277. 98 
61 744. 71 116. 25 314. 23 


Pay grade 


SSESSSSSS 





' Assumes widow’s benefit equal to one-half of serviceman’s reduced retired pay is elected. 
2 This benefit would be payable for death in service or after separation from service-connected causes. 


APPENDIx E 
[H. R. ——, 84th Cong., 1st sess., Committee Print B, April 21, 1955] 


A BILL To provide benefits for the survivors of members and former members of the 
uniformed services, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Uniformed 
Services Survivor Benefits Act’. 


TITLE I—DEATH GRATUITY, INDEMNITY COMPENSATION, AND 
DEPENDENCY COMPENSATION 


DEFINITIONS 


Sec. 101. (a) For the purposes of this title— 
(1) “Member of a uniformed service” means a person appointed, enlisted, 
or inducted in a component of the Army, Navy, Air Force, Marine Corps, or 
Coast Guard, or in one of those services without specification of component, 
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and any person serving in the Army or Air Force under call or conscription, 
including a person who is a member of the federally recognized National 
Guard or Air National Guard of the several States and Territories, and the 
District of Columbia. The term includes— 

(A) a retired member of any of those services ; 

(B) a member of the Fleet Reserve or Fleet Marine Corps Reserve ; 

(C) cadets at the United States Military Academy, midshipmen at 
the United States Naval Academy, and cadets at the United States Coast 
Guard Academy and United States Air Force Academy ; 

(D) a commissioned officer of the Public Health Service when entitled 
to full military benefits as provided in section 212 of the Public Health 
Service Act (42 U.S. C., see. 213) ; 

(E) a commissioned officer of the Coast and Geodetic Survey while 
assigned to duty during a period of war or national emergency on 
projects for the military departments determined by the Secretary of 
Defense to be of immediate military hazard; 

(F) any person while en route to a place for final acceptance or for 
entry upon active duty in the Armed Forces who has been provisionally 
accepted for such active duty and directed or ordered to report to such 
place for final acceptance or for entry upon active duty with the Armed 
Forces; and 

(G) any registrant under the Universal Military Training and 
Service Act who has reported to a local draft board for induction in 
the Armed Forces. 

(2) “Reserve components of the uniformed services” means— 

(A) The National Guard of the United States; 

(B) The Army Reserve; 

(C) The Naval Reserve; 

(D) The Marine Corps Reserve : 

(E) The Air National Guard of the United States; 

(F) The Air Force Reserve; 

(G) The Coast Guard Reserve ; and 

(H) The Reserve Corps of the Public Health Service. 

The term includes the federally recognized National Guard or Air National 
Guard of the several States and Territories, and the District of Columbia. 

(3) “Active duty” means full-time duty in the active military service of 
the United States, other than active duty for training, and includes author- 
ized travel to and from that duty. 

(4) “Active duty for training” means full-time duty in the active military 
service of the United States for training purposes and includes authorized 
travel to and from that duty. 

(5) “Inactive duty training” means any of the training, instruction, duty, 
appropriate duties, or equivalent training, instruction, duty, appropriate 
duties, or hazardous duty, performed with or without compensation by mem- 
bers of the reserve components of the uniformed services as may be pre- 
scribed by the appropriate Secretary pursuant to section 501 of the Career 
Compensation Act of 1949, as amended, or any other provision of law, and 
in addition thereto includes the performance of special additional duties, as 
may be authorized by competent authority, by members of the reserve com- 
ponents of the uniformed services on a voluntary basis in connection with 
the prescribed training or maintenance activities of the unit to which the 
members are assigned. The term includes travel to and from any of these 
duties in a vehicle or aircraft of the United States. 

(6) “Child”, except as otherwise specified, means an unmarried child 
who is— 

(A) under 18 years of age, unless, before reaching 18 years of age, 
he becomes permanently incapable of self-support because of mental or 
physical disability ; or 

(B) under 21 years of age, if pursuing a course of instruction at an 
approved school, college, or university. 

The term includes an adopted child: a stepchild if a member of the house 
hold of the member; and an illegitimate child of the member or of the spouse 
of the member. 

(7) “Parent” includes a parent by adoption, or a person who stood in 
loco parentis to a member of a uniformed service for not less than one year 
before his entry into the service. The term also includes only one mother 
and one father of a member. Except for purposes of designation of bene- 
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ficiary for death gratuity, preference shall be given to the father or mother 
who last bore that relationship to the member. 

. 8 r “Brother” or “sister” includes those of the half blood and those through 
adoption. 

(9) “Dependent” with respect to a brother, or sister, means one for whom 
over half of his or her support was furnished by the member of a uniformed 
service. 

(10) “Dependent” with respect to a parent or parents for the purpose of 
determining eligibility to receive death gratuity means one whose financial 
resources from all sources, governmental and otherwise, are insufficient to 
maintain the minimum standard of health and decency. The payment by 
a member of over one-half of the support of a parent or parents shall be 
considered prima facie evidence of dependency. 

With respect to a parent or parents for the purpose of determining eligi- 
bility to receive dependency compensation, such term means a parent (1) 
who was receiving at least one-half of his or her support, as determined in 
accordance with regulations prescribed by the Administrator of Veterans’ 
Affairs, from the member or former member of a uniformed service at the 
time of the death of the member or former member, (2) who filed proof of 
such support within two years of the date of death or the effective date of 
this Act, whichever last occurs, (3) who has not remarried, (4) who is not 
in receipt of dependency compensation as a spouse or parent of any other 
person, and (5) whose current income from all other sources whatsoever 
does not exceed $750 in each six-month period for a father or mother (not 
living together) or $1,050 for a father and mother (living together). 

(11) “Secretary concerned” means— 

(A) The Secretary of the Army with respect to the Army ; 

(B) The Secretary of the Navy with respect to the Navy and Marine 
Corps ; 

(C) The Secretary of the Air Force with respect to the Air Force; 

(D) The Secretary of the Treasury with respect to the Coast Guard; 

(E) The Secretary of Commerce with respect to the Coast and 
Geodetic Survey; and 

(F) The Secretary of Health, Education, and Welfare with respect 
to the Public Health Service. 

(12) (A) “Gross pay” means the amount set forth in the table below 
opposite the pay grade of the member or former member of a uniformed 
service: 


Pay grade Gross pay | Pay grade Gross pay 
ee no coteretnenmancmachnincsasnaaeatis BN I eR coc on aoe seed arene inernmengeindids $450 
Oa he Bae od oteiic tere aierapadigh ah tihng ip pannel: 400 
ih elanes os claunieragenen ai tegia eta n aan IN a ie atc le a ae 400 
Piva bce gtk ogden nasties epacaene a tat artes eae 850 
en eee neta oaiee ean eT isc aa dre ora hchadiatiatec tater hind olen inches 800 
CIs ois nee eins ear etnh ci emdetaamihees cat etn oan eames mae 260 
Pen ase eee ae cscs ahead atic 220 
a nn sin cceccpanetinnsneiananeemaaeie BEE TPM slimes oineehcotliinte decapitated cata alec 200 
Pts canes meaner mean Nn ene tenes cae arian 200 
AVIGRIGS Cate 250 

Cadet or midshipman____---_-_ 200 


(B) Whenever the basic pay or allowances to which members of the 
uniformed services are entitled from the United States for military service 
is increased or decreased the President may make corresponding adjustments 
in the gross pay table contained in this paragraph. 

(C) In ascertaining the pay grade of a member or former member of a 
uniformed service, if he was on active duty at the time of his death, his pay 
grade shall be that held by him at the time of his death; if he was not on 
active duty at the time of his death, but he was a retired member of a uni- 
formed service, a member of the Fleet Reserve or Fleet Marine Corps Re- 
serve, a commissioner officer of the Public Health Service, a commissioned 
officer of the Coast and Geodetic Survey, or a member of a reserve com- 
ponent of the uniformed services, his pay grade shall be that which he 
would have held if serving on active duty at the time of his death; and in 
all other cases, his pay grade shall be that held by him at the time of his 
most recent discharge or release from the uniformed services. 
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(b) For the purpose of this title members of a uniformed service described 
in clauses (C), (F) and (G) of subsection (a) (1) shall be considered on active 
duty in a uniformed service. 

(c) For the purpose of this title the provisions of section 714 of the Armed 
Forces Reserve Act of 1952 shall be applicable to members of the National Guard 
of the United States and of the Air National Guard of the United States. 


DEATH GRATUITY 


Sec. 102. (a) The Secretary concerned shall pay a death gratuity as provided 
in this section immediately upon official notification of the deuth of a member of 
a service under his jurisdiction who dies on or after the effective date 
of this Act— 

(1) while on active duty or active duty for training; or 
(2) while on inactive duty training, from injury incurred or preexisting 
injury aggravated while on that duty. 

(b) A death gratuity equal to four times the monthly gross pay to which the 
member was entitled on the date of his death, but not more than $3,000, shall be 
paid to or for the living person or persons highest on the following list : 

(1) The surviving spouse of the deceased member. 

(2) The child of the deceased member, or if there is more than one child, 
to the children in equal shares. 

(3) The dependent parent of the deceased member, or if there is more than 
one parent, to the dependent parents in equal shares. 

(c) When there is no eligible beneficiary under subsection (b) a death gratuity 
equal to twice the monthly gross pay to which the member was entitled on the 
date of his death, but not more than $1,500, shall be paid to any relative previ- 
ously designated by the deceased member, including a parent or parents not quali- 
fied under subsection (b), whom the Secretary concerned determines to have had 
an insurable interest in the life of the deceased member. 

(d) No payment shall be made under this section if the deceased member 
suffered death as a result of lawful punishment for crime or for a military or 
naval offense, except when death was so inflicted by an enemy of the United 
States. 

(e) The determination of the Secretary concerned as to dependency under this 
section is final and conclusive upon all officers of the Government. 

(f) Payments under this section shall be made from appropriations available 
for the pay of members of the uniformed services concerned. 


DEPENDENCY COMPENSATION TO WIDOWS AND CHILDREN 


Sec. 103. (a) Upon the death of a member or former member of a uniformed 
service who dies on or after the effective date of this Act not as the result of his 
own misconduct— 

(1) while on active duty or active duty for training, from disease or injury 
incurred, or pre-existing disease or injury aggravated, in line of duty; or 

(2) while on inactive duty training, from injury incurred, or preexisting 
injury aggravated, in line of duty; or 

(3) from a disability compensable under laws administered by the Vet- 
erans’ Administration ; 

the Administrator of Veterans’ Affairs shall pay dependency compensation as 
provided in this section to the widow and children of the deceased member or 
former member. 

(b) Dependency compensation shall be paid under this section as follows: 

(1) To the widow, in the amount of $87 per month, plus 10 per centum of 
the gross pay of the deceased member or former member, but in no less 
amount than $125 per month. 

(2) If there is no widow entitled to dependency compensation, but there 
is one child so entitled, in the amount of $60 per month. 

(3) If there is no widow entitled to dependency compensation, but there 
is more than one child so entitled, in the amount of $60 per month for 
one child plus $25 for each additional child, with the total amount equally 
divided among such children. 

The total amount of the dependency compensation payable each month under 
paragraph (1), (2), or (3) of this subsection shall be reduced by an amount 
equal to $2 for each $500 of United States Government life insurance, national 
service life insurance, and Servicemen’s Indemnity which has been paid to, or 
is payable to, the widow or children, or both, by reason of the death of the 
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deceased member or former member. Where a widow or child is a contingent 
beneficiary, of such insurance or indemnity, and the contingency upon which 
his or her right to payments depends has not occurred, no amount shall be 


deemed to be payable to such beneficiary under the preceding sentence until 
the contingency occurs. 


DEPENDENCY COMPENSATION PAYABLE TO WIDOWS AND CHILDREN NOW ON THE 
COMPENSATION ROLLS 


Sec. 104. (a) (1) If the widow of any deceased person who died prior to 
the effective date of this Act is eligible for compensation payable under Veterans 
Regulation Numbered 1 (a) by reason of the death of such deceased person, 
she may elect at any time to receive dependency compensation in the amounts -- 
computed or recomputed under this section in lieu of receiving such compen- 
sation under Veterans Regulation Numbered 1 (a), and any compensation 
payable to her and the children of the deceased person from the Bureau of 
Employees’ Compensation, Department of Labor, by reason of such death. Any 
such election shall be irrevocable, and shall be binding upon the children of 
such deceased person. 

(2) If the child or children of any deceased person who died prior to the 
effective date of this Act are eligible for compensation payable under Veterans 
Regulation Numbered 1 (a) by reason of the death of such deceased person, 
and if there is no widow of such deceased person eligible for such compensa- 
tion or for dependency compensation, the child or children may elect at any 
time to receive dependency compensation in the amounts computed or recom- 
puted under this section, in lieu of receiving such compensation under Veterans 
Regulation Numbered 1 (a), or any compensation payable by reason of such 
death from the Bureau of Employees’ Compensation, Department of Labor. 
Any such election shall be irrevocable, and, in any case where there is more 
than one child, shall be made jointly by, or on behalf of, all such children. 
Dependency compensation payable to children under this section shall be paid 
in equal shares. 

(b) (1) Except as provided in paragraph (2), monthly dependency compen- 
sation payable to the widow of a deceased person under this section shall be 
the amount obtained by subtracting— 

(A) the total amount of monthly benefits to which she and the children 
of the deceased person are entitled on the date she makes the election, 
under title II of the Social Security Act (after any reduction made under 
section 203 (a) of that Act), by reason of the death of the deceased 
person, from 

(B) the total amount of monthly dependency compensation which she 
and the children of the deceased person would receive under section 103 
of this Act plus the total amount of monthly benefits to which they would 
be entitled under such title II (after any reduction made under such sec- 
tion 208 (a)) by reason of the death of the deceased person, if the deceased 
person had died in the active service on such date and had held at that time 
the pay grade attributable to him under section 101 (a) (12). 

(2) If dependency compensation has been computed under paragraph (1) for 
the widow of a deceased person, whenever a child of the deceased person dies, or 
ceases to be a child as defined in Veterans Regulation Numbered 10 or title IT 
of the Social Security Act, and whenever the widow attains retirement age (as 
defined in title II of the Social Security Act), the monthly dependency com- 
pensation payable to the widow shall be the amount obtained by subtracting— 

(A) the total amount of monthly benefits to which she and the children 
of the deceased person are entitled under title II of the Social Security Act 
(after any reduction made under section 203 of that Act), on the date the 
child died or ceased to be a child as so defined, or the widow attained retire- 
ment age, as the case may be, by reason of the death of the deceased person ; 
from 

(B) the total amount of monthly dependency compensation which she 
and the children of the deceased person would receive under section 10° 
plus the total amount of monthly benefits to which they would be entitled 
under such title II (after any reduction made under such section 208 (a)). 
by reason of the death of the deceased person, if the deceased person had 
died in the active service on such date and had held at that time the pay 
grade attributable to him under section 101 (a) (12). 

(3) Where the compensation payable to a widow under paragraph IV of part 
T or paragraph ITI of part II of Veterans Regulation Numbered 1 (a) was appor- 
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tioned to a child or children before the widow elected to receive dependency 
compensation under this section, the amount apportioned to the child or children 
shall continue to be paid to the child or children as if no election had been 
made, but the dependency compensation payable for any month to the widow 
under this section shall be reduced by the total amount so paid to the child 
or children for that month. 

(c) (1) Except as provided in paragraph (2), the total amount of monthly 
dependency compensation payable to the child or children of a deceased person 
under this section where there is no widow of such person eligible for payments 
of dependency compensation under subsection (b), shall be the amount obtained 
by subtracting— 

(A) the total amount of monthly benefits to which the child or children 
are entitled under title II of the Social Security Act (after any reduction 
made under section 203 (a) of that Act), by reason of the death of such 
deceased person, on the date the election is made by or on behalf of the 
child or children, or (if the widow made an election under subsection (a) ) 
the date the widow dies or becomes ineligible to receive dependency com- 
pensation, as the case may be, from 

(B) the total amount of monthly dependency compensation which the 
child or children would receive under section 103 of this Act plus the total 
amount of monthly benefits to which the child or children would be entitled 
under such title II (after any reduction made under such section 203 (a)), 
by reason of the death of the deceased person, if such person had died in 
the active service on such date and had held at that time the pay grade 
attributable to him under section 101 (a) (12). 

(2) If dependency compensation has been computed under paragraph (1) for 
children of a deceased person, whenever one of such children dies, or ceases to 
be a child as defined in Veterans Regulation Numbered 10 or title II of the Social 
Security Act, the total amount of monthly dependency compensation payable to 
the remaining child or children shall be the amount obtained by subtracting— 

(A) the total amount of monthly benefits to which the remaining child or 
children are entitled under title II of the Social Security Act (after any reduc- 
tion made under section 208 (a) of that Act), by reason of the death of such 
deceased person, on the date such child died or ceased to be a child as so 
defined, from 

(B) the total amount of monthly dependency compensation which the 
remaining child or children would receive under section 103 of this Act plus 
the total amount of monthly benefits to which such child or children would be 
entitled under such title II (after any reduction made under such section 203 
(a)), by reason of the death of the deceased person, if such person had died 
in the active service on such date and had held at that time the pay grade 
attributable to him under section 101 (a) (12). 

(d) Any widow who is receiving compensation from the Bureau of Employees’ 
Compensation, Department of Labor, on the effective date of this Act, by reason 
of the Act of July 15, 1939 (5 U.S. C., sees. 797, T97a), or section 304 of the Naval 
Reserve Act of 1938 (34 U. S. C., see. 855¢), and who on such date would be 
eligible to receive compensation under paragraph IV of part I or paragraph III 
of part II of Veterans Regulation Numbered 1 (a) because of the same death 
but for the receipt of compensation payable by reason of either such Act, may 
elect at any time to receive dependency compensation, computed under subsection 
(b), by renouncing her right to continue to receive such compensation from such 
Bureau by reason of such Acts, and by applying to the Administrator of Veterans’ 
Affairs for such dependency compensation. When a widow makes an election 
under this subsection. no compensation shall thereafter be paid to her or to any of 
the children of the deceased person by reason of the Act of July 15, 1939, or sec- 
tion 304 of the Naval Reserve Act of 1938, or to her or any of such children under 
paragraph TV of part I or paragraph ITI of part IT of Veterans Regulation Num- 
bered 1 (a), and the children of the deceased person shall be entitled to receive 
dependency compensation computed under subsection (c) if the widow dies or 
hecomes ineligible to continue to receive dependency compensation. The election 
made by the widow shall be binding upon the children of the deceased person, 
and shall be irrevocable. 

(e) The child or children of a deceased person who are receiving compensation 
from the Bureau of Employees’ Compensation, Department of Labor, by reason 
of the Act of July 15, 1939, or section 304 of the Naval Reserve Act of 1938, and 
who on the effective date of this Act would be eligible to receive compensation 
under paragraph IV of part I or paragraph III of part II of Veterans Regulation 
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Numbered 1 (a) because of the same death but for the receipt of compensation 
by reason of either such Act, may, if there is no widow of such person who is or 
was entitled to make an election under subsection (d), elect at any time to receive 
dependency compensation under this section, computed under subsection (c), by 
renouncing their right to continue to receive compensation from such Bureau by 
reason of such Acts, and by applying to the Administrator of Veterans’ Affairs for 
such dependeney compensation. When an election is made under this subsection, 
no compensation shall thereafter be paid to the child or children by reason of the 
Act of July 15, 1939, or section 304 of the Naval Reserve Act of 1938 ; such election 
shall be irrevocable; and in any case where there is more than one child, such 
election shall be made jointly by, or on behalf of, all such children. 


DEPENDENCY COMPENSATION PAYABLE TO DEPENDENT PARENTS 


Sec. 105. (a) The dependent mother and dependent father of any deceased 
member or former member of a uniformed service who died not as the result of 
his own misconduct before, on, or after the effective date of this Act— 

(1) while on active duty or active duty for training, from disease or 
injury incurred, or pre-existing disease or injury aggravated, in line of duty: 
or 

(2) while on inactive duty training, from injury incurred, or pre-existing 
injury aggravated, in line of duty; or 

(3) from a disability compensable under laws administered by the Veter- 
ans’ Administration ; 

and each dependent mother and dependent father who is entitled to compensa- 
tion under paragraph IV of part I or paragraph III of part II of Veterans Regu- 
lation Numbered 1 (a) on the effective date of this Act, shall hereafter receive 
dependency compensation as computed under this section, if they are eligible 
therefor under this Act. 

(b) If there is a dependent mother and a dependent father, monthly payments 
of dependency compensation for each shall be one-half of the amount obtained 
by subtracting from $110 the amount of any reductions made by reason of sub- 
section (d). 

(c) If there is a dependent mother or a dependent father, but not both, monthly 
payments of dependency compensation for the dependent parent shall be $75 less 
any reductions made by reason of subsection (d). 

(d) Dependency compensation payable under subsection (b) to a dependent 
mother and a dependent father shall not be paid in an amount which, when com- 
bined with other monthly income of the dependent mother and dependent father 
(including all income received, regardless of the source), will exceed $175 per 
month. Dependency compensation payable under subsection (c) shall not be paid 
in an amount which, when combined with other monthly income of the dependent 
parent (including all income received, regardless of the source), will exceed $125 
per month. For the purpose of determining monthly income, the Administrator 
of Veterans’ Affairs, as a condition of continuing to make payments of dependency 
compensation, shall require a report by each dependent parent entitled to de- 
pendency compensation under this section, for each six-month period ending 
June 30 and December 31. Such report shall state all income received during 
the six-month period with respect to which it is filed, and shall contain an esti- 
mate of the income which will be received during the next six-month period. If 
the Administrator of Veterans’ Affairs determines that overpayments of depend- 
ency compensation have been made to any dependent parent under this subsec- 
tion, such overpayments shall be deducted from any future dependency com- 
pensation payable to such dependent parent. If the Administrator of Veterans 
Affairs determines that payments of future dependency compensation should be 
reduced in order to comply with the income limitations prescribed in this sub- 
section and the Administrator of Veterans’ Affairs subsequently determines that 
reductions were made in dependency compensation paid during that. period in 
an amount which caused the monthly income of such dependent parent to be re- 
duced below the maximum prescribed in this subsection, payments of future com- 
pensation to such dependent parent or parents shall be increased until such 
underpayments have been paid. 


DETERMINATIONS BY THE VETERANS’ ADMINISTRATION 


Sec. 106. For the purpose of sections 103, 104, and 105, determination of mis- 
conduct, service connection, line of duty, and qualification of the beneficiary 
shall be made by the Veterans’ Administration. The standards and criteria for 
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determining service connection, aggravation, misconduct, and line of duty shall 
be those applicable under disability compensation laws administered by the Vet- 
erans’ Administration, except as otherwise specified in this title. 


ADMINISTRATIVE PROVISIONS 


Sec. 107. Except as otherwise provided, the administrative, definitive, and 
penal provisions under Public, Numbered 2, Seventy-third Congress, as amended, 
and the provisions of Public, Numbered 262, Seventy-fourth Congress, as amended, 
shall be applicable to sections 103, 104, and 105. 


DUPLICATION OF BENEFITS 


Sec. 108. No person entitled to survivor benefits under this title shall be eli- 
gible for death compensation or death pension under any other law administered 
by the Veterans’ Administration for or in connection with the previous military 
status of the deceased or because the deceased was a member or former member 
of a uniformed service at the time of his death, except as otherwise specifically 
provided in this title. This section does not apply to payments under an in- 
surance contract. 


RECEIPT OF SOCIAL SECURITY BENEFITS BY RETIRED MEMBERS OF THE UNIFORMED 
SERVICES 


Sec. 109. In the case of any individual who is a member of a uniformed service 
receiving retired pay, retirement pay, retainer pay; or equivalent pay, and who 
is also entitled (or would upon filing proper application be entitled) to a 
monthly benefit under section 202 of the Social Security Act, the retired pay, 
retirement pay, retainer pay, or equivalent pay to which such individual is en- 
titled in any month shall be reduced by an amount equal to one-half of such 
benefit under section 202 for such month. 


TITLE II—AMENDMENTS RELATING TO OLD-AGD AND SURVIVORS 
INSURANCE 


Part A—AMENDMENTS TO TITLE II OF THE SocraL Securiry Act 
DEFINITION OF WAGES 


Sec. 201. (a) Section 209 of the Social Security Act is amended by adding 
at the end thereof the following new paragraph : 

“For purposes of this title, an individual who performs service during any 
part of a month, as a member of a uniformed service, to which the provisions of 
section 210 (m) (1) are applicable, shall, in lieu of the remuneration actually 
paid to him for such service, be deemed to be paid for such service at the rate 
of pay appearing in column II of the following table on the line on which ap- 
pears in column I his pay grade for such month or, if his pay grade changed 
during the month, his last pay grade in such month; and such remuneration 
shall be deemed to be paid on the last day of such month: 


I II 


Presumed Monthly 
Pay Grade Remuneration 


Cadets and midshipmen 
Aviation cadets 
1 


The determination of the amount of any such renumeration which constitutes 
wages for purposes of this title shall be made without regard to subsections (b) 
and (d) of this section.” 

(b) The amendment made by subsection (a) shall be effective only with re- 
spect to remuneration for service performed after the month following the 
month in which this Act is enacted. 
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DEFINITION OF EMPLOYMENT 


Seo. 202. (a) (1) Section 210 of the Social Security Act is amended by adding 
at the end thereof the following new subsections : 


“Service in the Uniformed Services 


“(m) (1) The term ‘employment’ shall, notwithstanding the provisions of 
subsection (a) of this section, include service performed by an individual as 
a member of a uniformed service on active duty ; but such term shall not include 
any such service which is performed while on leave without pay. 

““(2) The term ‘active duty’ means ‘active duty’ as defined in section 101 of 
the Uniformed Services Survivor Benefits Act, except that it shall also include 
‘active duty for training’ as defined in such section. 

“(3) The term ‘inactive duty training’ means ‘inactive duty training’ as de- 
fined in such section 101. 


“Member of a Uniformed Service 


“(n) The term ‘member of a uniformed service’ means any person appointed, 
enlisted, or inducted in a component of the Army, Navy, Air Force, Marine 
Corps, or Coast Guard, or in one of those services without specification of com- 
ponent, a commissioned officer of the Coast and Geodetic Survey or the Public 
Health Service, and any person serving in the Army or Air Force under call 
or conscription, including a person who is a member of the National Guard or 
Air National Guard of any of the several States and Territories, or of the 
District of Columbia, when"in the service of the United States pursuant to call 
as provided by law. The term includes a retired member of any of those serv- 
ices, a member of the Fleet Reserve or Fleet Marine Corps Reserve, and a cadet 
or midshipman.” 

(2) The first sentence of section 205 (p) (1) of such Act is amended by in- 
serting “including service, performed as a member of a uniformed service, to 
which the provisions of subsection (m) (1) of such section are applicable,” 
immediately after “in the employ of any instrumentality which is wholly owned 
by the United States,”. 

(b) The amendments made by this section shall be effective only with respect 
to service performed after the month following the month in which this Act is 
enacted. 


LUMP-SUM DEATH PAYMENTS FOR REINTERMENT OF DECEASED VETERANS 


Sec. 208. (a) The fourth sentence of section 202 (i) of the Social Security 
Act is amended to read as folows: “In the case of any individual who died 
outside the forty-eight States and the District of Columbia while he was per- 
forming service, as a member of a uniformed service, to which the provisions 
of section 210 (m) (1) are aplicable, and who is returned to any of such States, 
or the District of Columbia, or to any Territory or nossession of the United 
States for interment or reinterment, the provisions of the third sentence of this 
subsection shall not prevent payment to any person under the second sentence 
of this subsection if application for a lump-sum death payment with respect 
to such deceased individual is filed by or on behalf of such persons (whether 
or not legally competent) prior to the expiration of two years after the date of 
such interment or reinterment.” 

(b) The amendment made by this section shall be effective only with respect 
to deaths after the month following the month in which this Act is enacted. 


AMENDMENTS TO PROVISIONS RELATING TO OREDIT FOR WORLD WAR IT AND 
LATER SERVICE 


Sec. 204. (a) (1) Clause (B) of subsection (a) (1) of section 217 of the 
Social Security Act and clause (B) of subsection (e) (1) of such section are each 
amended by striking out “(other than the Veterans’ Administration)” and insert- 
ing in lieu thereof “(other than the Veterans’ Administration, Army, Navy, Air 
Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, and Public Health 
Service)”. 

(2) Subsection (e) of section 217 of the Social Security Act is amended by 
striking out “July 1, 1956” wherever it appears and inserting in lieu thereof “the 
termination date”. 

(3) Such subsection (e) is further amended by adding at the end thereof the 
following new paragraph: 
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“(5) As used in the preceding provisions of this subsection, the ‘termination 
date’ is the first day of the second month following the month in which the Uni- 
formed Services Survivor Benefits Act is enacted.” 

(b) The amendments made by this section shall be applicable only— 

(1) in the case of lump-sum death payments under section 202 of the 
Social Security Act with respect to deaths occurring after the month follow- 
ing the month in which this Act is enacted, and 

(2) in the case of monthly benefits under such section 202 for months after 
the month following the month in which this Act is enacted, 

which are based on the wages and self-employment income of an individual who 
performed service, as a member of a uniformed service, to which the provisions 
of section 210 (m) (1) of the Social Security Act are applicable. 


SPECIAL INSURED STATUS IN CASE OF IN-SERVICE OR SERVICE-CONNECTED DEATHS 


Sec. 205. Section 214 of the Social Security Act is amended by adding after 
subsection (b) the following new subsection : 


“Special Insured Status for Servicemen 


“(e) (1) In the case of any individual who dies after the month following the 
month in which the Uniformed Services Survivor Benefits Act is enacted and 
whose death occurs— 

“(A) while on active duty or inactive duty training as a member of a 
uniformed service, or 

“(B) during a period of disability based on a disability which is service- 
connected within the meaning of paragraph (5) or (6) of section 216 (i), or 

“(C) within three years after the termination of a period of disability 
based on a disability which is service-connected within the meaning of section 
216 (i) (5), if such death results from a disease or injury which the Vet- 
erans’ Administration determines was incurred or aggravated while on active 
duty or inactive duty training as a member of a uniformed service, or 

“(D) (i) within three years after he is released from active duty, has 
ceased to perform inactive duty training, or is separated from service as a 
member of a uniformed service, if, at the time of his death, he was under 
a disability which is service-connected within the meaning of section 216 
(i) (5), or (ii) within three years after the month in which such a disability 
began, or 

“(E) after such individual attains retirement age if a period of disability 
was terminated solely by reason of attainment of such age and the disability 
on which such period was based was service-connected within the meaning 
of paragraph (5) or (6) of section 216 (i), 

he shall be deemed to have died a fully and currently insured individual. 

“(2) (A) In the case of any such individual whose death occurs after release 
from active duty, cessation of performance of inactive duty training, or separa- 
tion from service as a member of a uniformed service, his primary insurance 
amount shall, if such release, cessation, or separation occurred before the second 
month following the month in which the Uniformed Services Survivor Bene ‘its 
Act is enacted, be the amount computed under section 215 or $70.50, whichever 
is larger, and, for purposes of section 208 (a), his average monthly wage shall, 
if it is less than $160, be increased to $160. 

“(B) In the case of any other individual to whom paragraph (1) is applicable 
his primary insurance amount shall be the amount computed under section 215 
or $78.50, whichever is larger, and, for purposes of section 203 (a), his average 
monthly wage shall, if it is less than $200, be increased to $200. 

“(3) (A) The provisions of paragraph (1) shall not be applicable to any indi- 
vidual whose death occurs after release from active duty, cessation of inactive 
duty training, or separation from service as a member of a uniformed service 
unless such release, cessation, or separation was under conditions other than 
dishonorable. 

“(B) The provisions of paragraph (1) shall not be applicable to any indi- 
vidual who is, at the time of his death, insured pursuant to the Federal Em- 
ployees’ Group Life Insurance Act of 1954, or who was insured pursuant to such 
Act on the last day of the month following the month in which the Uniformed 
Services Survivor Benefits Act was enacted and failed to give notice as provided 
in section 5 (a) of the Federal Employees’ Group Life Insurance Act of 1954 
within one year after such day, or to any individual with respect to whose death 
the provisions of the Federal Employees’ Compensation Act are applicable.” 








678 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


SPECIAL INSURED STATUS IN CASE OF SERVICE-CONNECTED DISABILITY 


Sec. 206. (a) So much of clause (A) of section 216 (i) (2) of the Social 
Security Act as precedes clause (i) thereof is amended to read as follows: 

“(A) if the individual satisfies the requirements of paragraph (3) on 
such day or the disability is service-connected,”. 

(b) Clause (B) of such section 216 (i) (2) is amended to read as follows: 

“(B) if such individual does not satisfy the requirements of paragraph 
(3) on the day referred to in clause (A) and the disability is not service- 
connected, then on the first day of the first quarter thereafter in which he 
satisfies such requirements.” 

(c) Section 216 (i) (4) of such Act is amended by striking out clauses (A) 
and (B) and inserting in lieu thereof the following: 

“(A) the day such disability began, but only if he satisfies the require- 
ments of paragraph (3) on such day or the disability is service-connected ; 

“(B) if he does not satisfy such requirements on such day and the disa- 
bility is not service-connected, the first day of the first quarter thereafter 
in which he satisfies such requirements; 

except that if, on the day referred to in clause (A), such individual is on active 
duty or inactive duty training, the period of disability shall begin on the day 
following the day on which he is released from active duty, ceases to perform 
— duty training, or is separated from service as a member of a uniformed 
service.” 

(d) Section 216 (i) of such Act is further amended by adding at the end 
thereof the following new paragraphs: 

“(5) (A) For purposes of paragraphs (2) and (4), im the case of any indi- 
vidual who, after the month following the month in which the Uniformed Serv- 
ices Survivor Benefits Act is enacted, is released from active duty, ceases to 
perform inactive duty training, or is separated from service as a member of a 
uniformed service, under conditions other than dishonorable, a disability is 
service-connected if it resulted from a disease or injury which the Veterans’ 
Administration determines was incurred or aggravated while such individual was 
on active duty or inactive duty training as a member of a uniformed service and— 

“(i) he was under such disability when he was released from active 
duty, ceased to perform inactive duty training, or was separated from serv- 
ice as a member of a uniformed service or such disability began within three 
years after the month in which such release, cessation, or separation oc- 
curred ; or 

“(ii) such disability began within three years after cessation of a dis- 
ability which meets the requirements of clause (i). 

“(B) The provisions of clause (A) of paragraph (2) and clause (A) of 
paragraph (4) shall apply in the case of any individual who does not satisfy 
the requirements of paragraph (3) on the day referred to in such clause only if, 
while under the disability referred to in such clause, he files an application for 
a disability determination or dies, and such filing or death occurs within— 

“(i) three years after the month in which he is released from active 
duty, ceases to perform inactive duty training, or is separated from service 
as a member of a uniformed service, or 

“(ii) three years after the month in which the disability began, 

whichever is later. In any case in which this paragraph is applicable, the 
requirement in paragraph (2) that an application be filed shall not be applicable. 

“(6) (A) For purposes of paragraphs (2) and (4), in the case of any indi- 
vidual who, after September 15, 1940 but before the second month following the 
month in which the Uniformed Services Survivor Benefits Act is enacted, was 
released from active duty, ceased to perform inactive duty training, or was 
separated from service as a member of a uniformed service, under conditions 
other than dishonorable, a disability is service-connected if it resulted from a 
disease or injury which the Veterans’ Administration determines was incurred 
or aggravated while such individual was on active duty or inactive duty train- 
ing as a member of a uniformed service and— 

“(i) he files an application for a disability determination while under 
such disability and within three years after the month following the month 
in which the Uniformed Survivor Benefits Act is enacted, and 

“(ii) the Veterans’ Administration determines that while such individual 
was on active duty or inactive duty training as a member of a uniformed 
service he incurred a disease or injury or such disease or injury was aggra- 
vated, and that as a result thereof such individual was under a disability 
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(whether or not within the meaning of such term as defined in se*tion 
216 (i)), at the time he was released from active duty, ceased to perform 
inactive duty training or was separated from service as a member of a 
uniformed service or within three years thereafter, which the Veterans’ 
Administration rates as total and permanent for purposes of compensation 
payable by such Administration. 

“(7) The provisions of paragraphs (5) and (6) shall not be applicable to 
any individual so long as he is insured pursuant to the Federal Employees’ Group 
Life Insurance Act of 1954; nor to any individual for any period for which pay- 
ments are made with respect to his disability under the Federal Employees’ Com- 
pensation Act.” 

(e) The amendments made by this section shall be effective in the case of 
lump-sum death payments with respect to deaths occurring after, and monthly 
venefits with respect to months after, the month following the month in which 
this Act is enacted. 


SPECIAL PROVISIONS IN CASES OF PRIOR DEATHS 


Sec. 207. (a) In the case of any individual— 

(1) who died prior to the second month following the month in which 
this Act is enacted, 

(2) who served on active duty or inactive duty training as a member of 
a uniformed service after September 15, 1940, 

(3) whose death occurred while on such active duty or inactive duty 
training or whose death occurred within three years after he is released from 
active duty, ceases to perform inactive duty training, or is separated from 
service as a member of a uniformed service, under conditions other than 
dishonorable, and resulted from a disease or injury which the Veterans’ 
Administration determines was incurred or aggravated while on active duty 
or inactive duty training as a member of a uniformed service, and 

(4) with respect to whom less than six of the quarters in the period end- 
ing with the quarter in which he died were quarters of coverage, or who died 
after June 30, 1954, and was not a fully insured individual at the time of his 
death, 

he shall be deemed to have died a fully and currently insured individual for 
purposes of monthly benefits under title II of the Social Security Act. The terms 
used in this section shall have the same meaning as when used in such title II. 

(b) No monthly benefits under title II of the Social Security Act shall be 
payable by reason of subsection (a) for any month prior to the second month 
following the month in which this Act is enacted ; and no lump-sum death payment 
under such title shall be payable by reason of such subsection. 

(e) If any monthly benefits are payable under title II of the Social Security 
Act by reason of subsection (a), the primary insurance amount on which such 
benefits are based shall be $30 instead of the amount computed under such title; 
and, for purposes of section 203 (a), the average monthly wage on which such 
benefits are based shall be deemed to be $55. 

(d) In the case of any individual to whom subsection (a) is applicable, the 
requirement in subsection (f) or (h) of section 202 of the Social Security Act 
that proof of support be filed within two years of the date of death shall not 
apply if such proof is filed before July 1, 1957. 


REIMBURSEMENT OF TRUST FUND FOR COST OF WAGE CREDITS 
FOR CERTAIN MILITARY SERVICE 


Sec. 208. Section 217 of the Social Security Act is amended by adding after 
subsection (e) the following new subsection : 


“Reimbursement for Cost of Wage Credits for Certain Military Service 


“(f) (1) There are hereby authorized to be appropriated to the Trust Fund 
annually, as benefits under this title are paid by reason of subsections (a), (b), 
and (e) with respect to months after the month in which the Uniformed Services 
Survivor Benefits Act is enacted, such sums as the Secretary of Health, Ecuca- 
tion, and Welfare determines to be necessary to meet the additional custs, 
resulting from subsections (a), (b), and (e), of such benefits (including lump- 
sum death payments). ° 

_“(2) The Secretary shall, within two years after the month in which the 
Uniformed Services Survivor Benefits Act is enacted, determine the amount 
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which would place the Trust Fund in the same position in which it would have 
heen at the close of such month, if section 210 of the Social Security Act, as 
in effect prior to the Social Security Act Amendments of 1950, and section 217 
of the Social Security Act (including amendments thereof), had not been enacted. 
There are hereby authorized to be appropriated to the Trust Fund for each of 
the first five fiscal years beginning after such determination is made, a sum 
equal to one-fifth of the amount so determined plus interest on the unpaid 
balance at the average rate of interest earned by the Trust Fund during the 
second year preceding the year for which the appropriation is made, as deter- 
mined by the Managing Trustee.” 


REIMBURSEMENT OF TRUST FUND FOR PRESUMED INSURED STATUS OF SERVICEMEN 


Sec. 209. There are hereby authorized to be appropriated to the Federal Old- 
Age and Survivors Insurance Trust Fund annually, as benefits under title II of 
the Social Security Act are paid by reason of the amendments thereto made by 
sections 205 and 206 of this Act or by reason of section 207 of this Act, such 
sums as the Secretary of Health, Education, and Welfare determines to be 
necessary to meet the costs, resulting from such amendments or such section, 
of such benefits (including lump-sum death payments). 


Part B—AMENDMENTS TO THE INTERNAL REVENUE Cope OF 1954 
DEFINITION OF WAGES 


Sec. 211. (a) Section 3121 (i) of the Internal Revenue Code of 1954 is 
amended to read as follows: 

“(i) COMPUTATION OF WAGES IN CERTAIN CASES.— 
“(1) Domestic service.—For purposes of this chapter, in the case of 
domestic service described in subsection (a) (7) (B), any payment of 
cash remuneration for such service which is more or less than a whole- 
dollar amount shall, under such conditions and to such extent as may be 
prescribed by regulations made under this chapter, be computed to the 
nearest dollar. For the purpose of the computation to the nearest dollar, 
the payment of a fractional part of a dollar shall be disregarded unless it 
amounts to one-half dollar or more, in which case it shall be increased to 
$1. The amount of any payment of cash remuneration so computed to the 
nearest dollar shall, in lieu of the amount actually paid, be deemed to con- 
ee the amount of cash remuneration for purposes of subsection (a) 
(7) (B). 
“(2) SERVICE IN THE UNIFORMED SERVICES.—For purposes of this chapter, 

an individual who performs service during any part of a month, as a mem- 
ber of a uniformed service, to which the provisions of subsection (m) (1) 
are applicable, shall, in lieu of the remuneration actually paid to him for 
such service, be deemed to be paid for such service at the rate of pay appear- 
ing in column II of the following table on the line on which appears in 
column I his pay grade for such month or, if his pay grade changed during 
the month, his last pay grade in such month; and such remuneration shall 
be deemed to be paid on the last day of such month: 


II 

I Presumed Monthly 
Pay Grade Remuneration 
Cadets and midshipmen. .x2icaisa se 6 tar ee BO a eg Set eee $200 
BAU SIUC CR a aah len ile eal $200 
d-1 Ss Os A OE a SET ee LE. il Bk ReaD ie et ee $200 
Mh Oe ee ee, oe Se Ca A RR OLB Be Oe BT aa $200 
ace <n. Lae soap emeniieieeiad etek ein sch a AN alain‘ Si i iol eel aa 221) 
BeOeie ss 2G e As ot Ba) Ga as? FSU AIM Sie ee $260) 
Nee errr ae a ee i ae 
Be ea eae nee ee Se ee ee ee ea Se a ale aie eel HO 
Lp oe OE eR hi oh cel tericice thst le tenho: oo reread eee dS gr enlaian ioe 0 eNRRE em CB Ly a 


The determination of the amount of any such remuneration which consti- 


tutes wages for purposes of this chapter shall be made without regard to 
paragraphs (2) and (4) of subsection (a).” 
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(b) The amendment made by subsection (a) shall be effective only with re- 


spect to remuneration for service performed after the month following the 
month in which this Act is enacted. 


DEFINITION OF EMPLOYMENT 


Sec. 212. (a) (1) Section 3121 of the Internal Revenue Code of 1954 is 
amended by adding at the end thereof the following new subsections: 

“(m) SERVICE IN THE UNIFORMED SERVICES.—For purposes of this chapter 

“(1) INCLUSION OF sSERVICE.—The term ‘employment’ shall, notwithstand- 
ing the provisions of such subsection (b) of this section, include service 
performed by an individual as a member of a uniformed service on active 
duty ; but such term shall not include any such service which is performed 
while on leave without pay. 

“(2) AcTiIvE puty.—The term ‘active duty’ means ‘active duty’ as defined 
in section 101 of the Uniformed Services Survivor Benefits Act, except that 
it shall also include ‘active duty for training’ as defined in such section. 

“(3) INACTIVE DUTY TRAINING.—The term inactive duty training’ means 
‘inactive duty training’ as defined in such section 101. 

“(n) MEMBER OF A UNIFORMED Service—For purposes of this chapter, the 
term ‘member of a uniformed service’ means any person appointed, enlisted, or 
inducted in a component of the Army, Navy, Air Force, Marine Corps, or Coast 
Guard, or in one of those services without specification of component, a com- 
missioned officer of the Coast and Geodetic Survey or the Public Health Service, 
and any person serving in the Army or Air Force under call or conscription, in- 
cluding a person who is a member of the National Guard or Air National Guard 
of any of the several States and Territories, or of the District of Columbia, when 
in the service of the United States pursuant to call as provided by law. The term 
includes a retired member of any of those services, a member of the Fleet Reserve 
or Fleet Marine Corps Reserve, and a cadet or midshipman.” 

(2) The first sentence of section 3122 of the Internal Revenue Code of 1954 is 
amended by inserting “including service, performed as a member of a uniformed 
service, to which the provisions of section 3121 (m) (1) are applicable,” im- 
inediately after “in the employ of any instrumentality which is wholly owned 
by the United States,”. 


(b) The amendments made by this section shall be effective only with respect 


to service performed after the month following the month in which this Act is 
enacted. 


RECEIPTS FOR EMPLOYEES 


Sec. 213. Section 6051 (b) of the Internal Revenue Code of 1954 is amended 
to read as follows : 

“(b) Spectat RULE AS TO COMPENSATION OF MEMBERS OF ARMED Forces.—lIn 
the case of compensation paid for service as a member of the Armed Forces, the 
statement required by subsection (a) shall be furnished if any tax was withheld 
during the calendar year under section 3402, or if any of the compensation paid 
during such year is includible in gross income under chapter 1, or if during the 
calendar year any amount was required to be withheld as tax under section 3101. 
In lieu of the amounts required to be shown by paragraphs (3) and (5), respec- 
tively, of subsection (a), such statement shall show as wages paid during the 
calendar year (1) the amount of such compensation paid during the calendar 
year which is not excluded from gross income under chapter 1 (whether or not 
such compensation constituted wages as defined in section 3401 (a)), and (2) 
the total amount of wages as defined in section 3121 (a), computed in accord- 
ance with such section and section 3121 (i) (2).” 


Part C—AMENDMENTS RELATING TO RAILROAD RETIREMENT 


Sec. 221. (a) Section 205 (0) of the Social Security Act is amended by strik- 
ing out “subsection (a) or (e) of section 217 of this Act” and inserting in lieu 
thereof “subsection (a) or (e) of section 217 of this Act or if remuneration is 
deemed paid to such employee during such month for service, as a member of a 
uniformed service, to which the provisions of section 210 (m) (1) of this Act are 
applicable’’. 

(b) Section 1 (q) of the Railroad Retirement Act of 1937 is amended by 
striking out “as amended in 1954” and inserting in lieu thereof “as amended 
in 1955.” 
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(c) Section 3 (e) of the Railroad Retirement Act of 1937 is amended by 
inserting after “December 31, 1936,” the words “other than service attributable 
to military service under section 4 to which the provisions of section 210 (m) 
(1) of that Act are applicable,”. 

(d) So much of the first sentence of section 5 (1) (6) of the Railroad Retire- 
ment Act of 1937 as appears within parentheses is amended by inserting at 
the end thereof the following: “and except that such wages shall not include 
the first $160 of remuneration per month for service to which the provisions 
of section 210 (m) (1) of the Social Security Act are applicable and with 
respect to which he is credited with compensation under section 4 of this Act.” 


Part D—MISCELLANEOUS 


EXCLUSIONS FROM FECA AND GOVERNMENT EMPLOYEES’ LIFE INSURANCE 


Sec. 231. No person shall receive any payment under the Federal Employees’ 
Compensation Act by reason of the death occurring on or after the effective 
date of this Act— 

(1) of a commissioned officer of the Public Health Service; or 

(2) of a commissioned officer of the Coast and Geodetic Survey; 
if a widow, child, or dependent parent of such commissioned officer would be 
eligible for dependency compensation under this Act by reason of such death. 


DETERMINATIONS BY VETERANS’ ADMINISTRATION 


Sec. 232. The Veterans’ Administration shall, at the request of the Secretary 
of Health, Education, and Welfare, certify to him, with respect to any indi- 
vidual who has been on active duty or inactive duty training as a member of 
a uniformed service, such information as the Secretary deems necessary to 
earry out his functions under this Act and the amendments made by this Act. 
The terms used in this section shall have the same meaning as when used in 
title II of the Social Security Act. 


TITLE II1I—AMENDMENTS AND REPEALS 


AMENDMENTS 


Sec. 301. (a) The last proviso of the first section of the Act of August 30, 
1935 (10 U. S. C., see. 456), is amended by striking out clauses (1) and (2) 
and inserting in lieu thereof the following: 

“(1) if called or ordered by the Federal Government into the active mili- 
tary service for extended military service, or to perform active duty for 
training, in excess of thirty days suffer disability or death in line of duty 
from disease or injury while so engaged or while performing authorized 
travel to or from such service or duty, or to or from the place of physical 
examination incident to such call or order; or 

“(2) if called or ordered by the Federal Government to perform active 
duty or active duty for training for a period of thirty days or less, or 
inactive-duty training, or if performing authoritzed inactive-duty training, 
suffer disability or death in line of duty from injury while so engaged or 
while performing authorized travel to or from such active duty or active 
duty for training, authorized travel to or from the place of physical exami- 
nation incident to such call or order or travel to or from such inactive-duty 
training by Government vehicle or aircraft ;”. 

(b) Section 304 of the Naval Reserve Act of 1938 (34 U. S. C., sec. 855c), is 
amended by striking out all through “Provided further, That” in the third proviso 
and inserting in lieu thereof the following : 

“Sec. 304. In time of peace”. 

(c) Section 4 of the Naval Aviation Personnel Act of 1940 (34 U. S. C., sec. 
855e-1), is amended— 

(1) by striking out clauses (1) and (2) and inserting in lieu thereof the 
following: 

“(1) if called or ordered by the Federal Government into active naval or 
military service for extended naval or military service, or to perform active 
duty for training, in excess of thirty days, suffer disability or death in line 
of duty from disease or injury while so engaged or while performing author- 
ized travel to or from such service or duty or to or from the place of physical 
examination incident to such call or order ; 
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“(2) if called or ordered by the Federal Government to perform active 
duty, or active duty for training for a period of thirty days or less, or inac- 
tive-duty training, or if performing authorized inactive-duty training, suffer 
disability or death in line of duty from injury while so engaged or while 
performing authorized travel to or from such active duty or active duty for 
training, authorized travel to or from the place of physical examination inci- 
dent to such call or order or travel to or from such ‘inactive-duty training 
by Government vehicle or aircraft ;” ; 

(2) by striking out “compensation from the Bureau of Employees’ Com- 
pensation, Federal Security Agency, under the provisions of section 304 of 
the Naval Reserve Act of 1988 (52 Stat. 1181)”; and 

(3) by striking out section 310 of the Naval Reserve Act of 1938 (52 Stat. 
1183)” and inserting in lieu thereof the following: “section 413 of the Armed 
Forces Reserve Act of 1952”. 

(d) (1) Section 620 of the National Service Life Insurance Act of 1940 is 
amended by striking out the last sentence and inserting in lieu thereof the fol- 
lowing: “Any person provisionally accepted and directed or ordered to report to 
a place for final acceptance for entry upon active duty in the military or naval 
service who incurs a disability while en route to such place, and any registrant 
under the Universal Military Training and Service Act who, after reporting to 
a local draft board in response to an order to report for induction into the 
Armed Forces, incurs a disability while en route from such draft board to a desig- 
nated induction station, shall be deemed to have been in the active service when 
such disability was incurred for the purpose of applying for insurance under this 
section, if such application is made within one year after the incurrence of such 
disability. Any member of the Reserve Officers’ Training Corps, the Naval Re- 
serve Officers’ Training Corps, and the Air Force Reserve Officers’ Training Corps, 
when ordered to annual training duty for fourteen days or more and while per- 
forming authorized travel to and from that duty who incurs a disability while 
on such duty or while performing such travel shall be deemed to have been in 
the active service when such disability was incurred for the purpose of applying 
for insurance under this section. Cadets and midshipmen at the United States 
Military, Air Force, Naval, and Coast Guard Academies who incur a disability 
while holding such status shall be deemed to have been in the active service 
when such disability was incurred for the purpose of applying for insurance under 
this section.” 

(2) Section 621 of the National Service Life Insurance Act of 1940 is amended 
by adding at the end thereof the following: 

‘““(c) No insurance shall be granted to any person under this section after the 
effective date of the Uniformed Services Survivor Benefits Act unless prior to 
such date (1) the Veterans’ Administration received an acceptable application 
accompanied by valid remittances or authorizations for the payment of premiums 
prior to such date, or (2) such application accompanied by such remittances or 
authorizations was placed in the mails properly directed to the Veterans’ Admin- 
istration prior to such date, or (3) such application has been delivered to an 
authorized representative of any of the uniformed services prior to such date.” 

(3) The National Service Life Insurance Act of 1940 is amended by adding at 
the end thereof the following: 

“Sro. 623. Whenever an insured dies after the effective date of the Uniformed 
Services Survivor Benefits Act leaving a widow or child entitled to dependency 
compensation under such Act, by virtue of his death, the Administrator of Veter- 
ans’ Affairs shall pay, out of the National Service Life Insurance Appropriation, 
to the widow, or if there is no widow, to the child or children, and to no other 
person, an amount equal to the cash surrender value of the policy held by the 
insured less any indebtedness on the policy, computed as of the date of death of 
the insured. 

“Sec. 624. (a) Any person in active service, who is insured under a perma- 
nent plan of national service life insurance or United States Government life 
insurance, may elect to surrender such contract for its cash value. In any such 
case the person, upon application in writing made within one hundred and twenty 
days after separation from active service, may be granted, without medical exami- 
nation, permanent plan insurance on the same plan not in excess of the amount 
surrendered for cash, or may reinstate such surrendered insurance upon pay- 
ment of the required reserve and the premium for the current month. Any per- 
son in the active sevice having United States Government life insurance or na- 
tional service life insurance on the five-year level premium term plan, the term 
of which expires while such person is in active service after April 25, 1951, 
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shall, upon application made within one hundred and twenty days after separa- 
tion from service, payment of premiums and evidence of good health satisfactory 
to the Administrator, be granted an equivalent amount of insurance on the five- 
year level premium term plan at the premium rate for his, then attained age. 
Waiver of premiums under the National Service Life Insurance Act of 1940 
shall not be denied in any case of issve or reinstatement of insurance on a per- 
manent plan under this section in which it is shown to the satisfaction.of the 
Administrator that total disability of the applicant commenced prior to the date 
of his application. 

“(b) The Administrator is authorized to promulgate such rules and regulations, 
not inconsistent with the provisions of this section, as are necessary or appro- 
priate to carry out its purposes.” 

(e) Title III of the World War Veterans’ Act, 1924, is amended by adding at 
the end thereof the following: 

“Sec. 314. Whenever an insured dies after the effective date of the Uniformed 
Services Survivor Benefits Act leaving a widow or child entitled to dependency 
compensation under such Act by virtue cf his death, the Administrator of Vet- 
erans’ Affairs shall pay, out of sums appropriated for that purpose, to the widow, 
or if there is no widow, to the child or children, and to no other person, an amount 
equal to the cash surrender value of the policy held by the insured less any 
indebtedness on the policy, computed as of the date of death of the insured.” 

(f) Section 212 (a) (1) of the Public Health Service Act (42 U.S. C., see 213 
(a) (1)) is amended by striking out “six months’ pay in case of death,”. 

(zg) Section 3 of the Act of June 20, 1949 (32 U. S. C., sec. 160a), is amended 
by striking out clauses (1) and (2) and inserting in lieu thereof the following: 

“(1) if engaged for periods in excess of thirty days in any type of training 
or active duty under section 5, 81, 92, 94, 97, or 99 of the National Defense 
Act, as amended, suffer disability or death in line of duty from disease or 
injury while so engaged, or while perferming authorized travel to or from 
such training or duty, or to or from the place of physical examination pre- 
liminary to such training or duty; or 

“(2) if engaged for a period of thirty days or less in any type of training 
or active duty under such sections of the National Defense Act, as amended, 
suffer disability or death in line of duty from injury while so engaged, or 
while performing authorized travel to or from such training or active duty 
or to or from the place of physical examination preliminary to such duty, or 
while performing travel to or from inactive-duty training by Government ve- 
hicle or aircraft ;”. 

(h) Section 402 of the Career Compensation Act of 1949 (37 (U.S. C., see. 272) 
is amended by— 

(1) inserting in clause (1) of subsection (a) and in clause (1) of subsec- 
tion (b) after the words “active duty” the words “or active duty for 
training” ; 

(2) inserting in clause (4) of subsection (a) after the words “active duty” 
the words “or was incurred while performing authorized travel to or from 
such duty” ; and 

(3) inserting in clause (4) of subsection (c) before the semicolon at the 
end thereof the words “or was incurred while performing authorized travel 
to or from such active duty, full time training duty, or other full time duty, 
or to or from the place of physical examination incident to such duty, or 
while performing travel to or from inactive duty training by Government 
vehicle or aircraft’. 

(i) The Servicemen’s Indemnity Act of 1951 is repealed. 

(j) Section 2 (b) of the Federal Employees’ Group Life Insurance Act of 
1954 (5 U. S. C., see. 2091 (b)) is amended by striking out “‘nor shall it apply to 
commissioned officers and enlisted personnel on active duty in or with the Army, 
Navy, Air Force, Marine Corps, or Coast Guard of the United States, who have 
indemnity coverage under the Servicemen’s Indemnity Act of 1951 (65 Stat. 33)” 
and inserting in lieu thereof “, nor shall any amounts be paid under this Act by 
reason of the death of any member of a uniformed service who dies on or after the 
effective date of the Uniformed Services Survivor Benefits Act— 

“(1) while on active duty or active duty for training, from disease or 
injury incurred or preexisting disease or injury aggravated by such active 
duty or active duty for training, or 

“(2) while on inactive duty training, from injury incurred or preexisting 
injury aggravated by such inactive duty training. 
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- 


Each term used in this subsection shall have the meaning assigned to it by 
section 101 of the Uniformed Services Survivor Benefits Act”. 

(k) Paragraph IV of part I of Veterans Regulation Numbered 1 (a) is 
amended (1) by striking out “child or children, and dependent mother or 
father” and inserting in lieu thereof “or child or children”, and (2) by striking 
out “; dependent mother or father, $75 (or both), $40 each”. 

(1) Paragraph III of part II of Veterans Regulation Numbered 1 (a) is 
amended by striking out “child or children, and dependent mother or father” 
and inserting in lieu thereof “or child or children”. 


REPEALS 


Sec. 302. The following Acts or parts of Acts are repealed : 
(1) The Act of December 17, 1919 (10 U.S. C., sec. 903). 
(2) The second paragraph under “Bureau of Supplies and Accounts” in 
the Act of June 4, 1920 (34 U.S. C., sec. 943). 
(3) The Act of March 10, 1928 (10 U.S. C., see. 908a). 
(4) The Act of May 12, 1930 (34 U.S. C., sec. 944). 
(5) The Act of July 15, 1989 (5 U.S. C., see. 797). 
(6) Section 9 of the Act of January 19, 1942 (33 U.S. C., sec. 870). 
(7) Title 14, United States Code, section 489. 


MISCELLANEOUS PROVISIONS 


Sec. 303. (a) The provisions of section 4 of the Act of June 20, 1949 (63 Stat. 
202), are applicable to the amendments contained in sections 301 (a), 301 (¢), 
and 301 (f) of this Act, except that with respect to persons whose entitlement 
to benefits arises solely by virtue of the amendments contained in those sections, 
no payments shall be made for any period prior to the effective date of this 
Act. 

(b) The amendments made by sections 301 (k) and 301 (1) of this Act shall 
take effect on the first day of the sixth calendar month which begins after the 
effective date of this Act. Where a dependent mother or dependent father, or 
both, are receiving compensation under paragraph IV of part I or paragraph 
III of part Il of Veterans Regulations Numbered 1 (a) on the date such amend- 
ments take effect, they shall, if otherwise qualified therefor, receive dependency 
compensation under this Act without the necessity of making application there- 
for. Section 105 of this Act shall not apply with respect to persons described 
in the preceding sentence until the first day of such sixth calendar month. 

(c) Exeept as otherwise specifically provided, this Act shall take effect on 
the first day of the second calendar month which begins after the date of its 
enactinent. 

(d) The amendment or repeal of any provision of law by this Act shall not 
operate to deprive any person of payments of the six-month death gratuity, of 
Servicemen’s Indemnity, or of compensation from the Bureau of Employees’ Com- 
pensation, Department of Labor, which such person would be eligible to receive, 
hut for such amendment or repeal, by reason of the death of any person prior to 
the effective date of this Act; nor shall the amendment or repeal of any such 
provision operate to deprive any member of a reserve component of the uniformed 
services injured prior to the effective date of this Act of any right to which he 
is entitled under the Federal Employees’ Compensation Act. 
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APPENDIX F 


TaBL_e 1.—Widows only (amounts related to rank of serviceman) 


VA compensation (any | Social security (age 65 | Combination of OASI 
unmarried 


Wace | age— ) or over) and VA (after age 65) 
Pay grade age ned  eaiiladhsiactieibehihed 4 


Present! | Proposed ? Penant't'} Phigeesa 








SSesegeceeeZues 
anaesaaaaasaaseaae 


BSRSRSESSRRBRERREKE 
SLSSLSSSseeesssssssss 


87 


ssesssssssssesessss 


1 It must be noted that in addition to the amounts presently paid, as shown above, payments are made at 
rate of $92.90 monthly for Ist 10 years for idemnity, or some NSLI has been paid. 


2 The proposed VA compensation rates for widows is based on $87 plus 10 percent of gross pay, with s 
minimum of $125 monthly while unremarried. 


TABLE 2.— Widows and children (related to rank of serviceman) 


Wage 


Widow and 1 child Widow and 2 children 
Pay grade pl ind ia eesti aiee 


OASI 


3 
S 
z 


VA OASI Total 





| 


$117. 80 
117. 80 
123. 80 
135. 80 
147. 80 
162. 80 
162. 80 
162. 80 

162. 80 
162. 80 
162. 80 
| 162. 80 


$157. 10 $282. 10 
157.10 282. 10 
165. 10 290. 10 
181. 10 306. 10 
197.10 322. 10 

200. 325. 00 


sussuyeuygeek 

SZ SSLSSSSSSSLEESESSESS 
Z 
= 
eS 


162. 80 
162. 80 
162. 80 
162. 80 
162. 80 
162. 80 


162. 80 
At present the rates for | | 
all grades are | 105. 80 
| ' 


ww 
== 
id ad 


sugessegaesseuuys 


EHEEEDEE 





g 


B BSSSSSSSssee 


S Sssssssssssss 


§ S868 


278. 0 


Nore.—At present the VA pays in addition to the amounts shown on the line immediately above, the sum 
of $92.90 per month for 10 years certain or pays on NSLI matured policies up to $10,000. 
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TasLe 3-—Children alone (assuming no eligible widow, due to remarriage or death) 


x 

1 child 2 children 3 children 
i 

OASI | Total } va OASI | Total | VA | OASI | Total 


$118. 90 $98 
118. 90 98. 
121.90 03. 


$183.20 | $110 | $137.40 | $247. 40 
183. 20 | 110 137.40 | 247. 40 


20 | 
20 | 

20| 18820] 110| 144.60/| 254.60 

20 | 198.20/ 110/ 158.40 | 268.40 

133. 90 20 

rough O-8__. , 141. 40 80 

Present rates for all 
20 


gradeD OOD. ~ <<. jhe soo 5s ‘ 119. 90 


208.20 | 110 | 172.530 | 282.50 
220.80 | 110 189.90 | 299.90 


182.20 | 122 
I 


1 
127.90 113. 

123 

135 
88 


} 
123.60 | 245. 60 





1 $350 is the highest taxable wage for social-security purposes, and hence the highest rate shown on this 
table. This highest rate (line for E-6 through 0-8) would apply to all ranks E-6 or higher. 


Note.—In addition to the present rates for all grades, as shown above, there may be cases now on the VA 
rolls who also receive NSLI, USGLI, or indemnity ($92.90 monthly for 10 years) when widow is deceased or 
the children were designated as beneficiaries. Also, the remarried widow may be receiving insurance or 
indemnity ($92.90), while receiving the above present rates for the children. 


APPENDIX G 


Select Committee on Survivor Benefits, comparison of survivor benefits 
WIDOW AND 1 CHILD ONLY 


Combined VAand | Excess plan A 
OASI | over plan B 


VA payments | 


| SS Les hibee aalt ot dod rl Serious ae xan +t 
Plan A | 
A and 


General or admiral 

Lieutenant General or j 

508 | 378 | 107 

488 | 378 87 
466 363 70 | 

428 343 41 
396 | 328 29 | 
379 318 22 | 

313 8 
303 0 | 

293 —3 

318 0 
303 5 | 

1 

293 —5 

293 | —5 

| 288 0 
j 273 | 2 273 0) 

125 261 | 261 0 
125 125 249 | 249 0 | 
125 125 243 } 243 0 | 
125 125 | 243 243 0 | 
125 125 | 118 | 243 ; 243 0 | 


| 
' i 








| Includes $50 indemnity compensation which the serviceman may designate to other beneficiaries and 
thus reduce the amount paid to the widow and child. 
Present rates, all grades: 
VA compensation, for unremarried life........................--.--..- : 
OASI) until child reaches age 18___ __ as 


VA servicemen’s indemnity, for 10 years only._._........-..-- sotalol 
Wisc iccid DRS n. cB cetiant Abie ccck Lied nae anaes . 
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Select Committee on Survivor Benefits, comparison of survivor benefits—Continued 


WIDOW AND 2 CHILDREN ONLY 


VA payments OASI Excess plan A 


over plan B 
| 


| 
j 


Plan A ns | | 
——____—— = Low | High 


Low! | High! 


General or admiral -| 

Li eutenant general or vice 
admiral 

O-8 

0-7... 

0-6 

0-5 








Aue aowoD 


- 
= 





ocoooc 








Ss 


(under 4 months) - 





= 


' Includes $50 indemnity compensation which the serviceman may designate to other beneficiaries and 
thus reduce the amount paid to the widow and children. 


Present rates, all grades: 
VA compensation, for unremarried life......__._- ; Dr Bis ah a Eo $150 
OAST, until children reach age 18. _. Gs pdd.+ Foal. secs ; 128 


Total_. . 
VA servicemen’s indem nity. for 10 years only 


Total 








General or admiral se 
Lieutenant general or vice ‘admiral. 


w 8 


cocoocooamracowo 





| 
| 
2 At age 65, the widow would also receive OASI benefits in addition to the above monthly amounts, 
ranging from a low of $59 per month for an E-1 to $81 per month for grade E-6 and above. 


3 Includes $50 indemnity compensation, which serviceman could designate to other beneficiaries if he 
desired. 
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Select Committee on Survivor Benefits, comparison of survivor bene fits—Continued 


1 CHILD ONLY 


VA payments Combined VA and Excess plan A 
OASI OASI over plan B 
benefits ee 
(same 
Plan A | for plans Plan A 
Plan A and 
} B B) | 
| Low 4 | High é Low ¢ High ¢ 
' 





Low High 


75 | 75 $60 | $81 $156 | $156 
73 75 | 60 81 154 156 141 | 

69 75 60 81 150 156 141 

75 | 75 60 81; 156) 156 141 

74 | 75 60 sl 155 | 156 141 

72 | 75 60 81 | 153 | 156 141 

69 75 | 60 81 150 | 156 141 

69 | 75 60 81 150 156 141 

67 71 60 81 148 152 141 

65 69 60 74 139 | 143 134 

63 67 60 68 | 131 | 135 128 

61 64 60 62 123 | 126 122 

| 61 63 60 59 120 122 119 
E-1 | 61 61 60 59 120 | 120 119 | 
E-1 (under 4 months) __.__| 60 60 60 59 | 119 119 | 119 | 


15 


15 


15 
11 
9 


noun oOoneoowu 


4 
3 
I 

0 


‘ Includes $50 indemnity compensation which the serviceman may designate to other beneficiaries and 
thus reduce the amount paid to the child. 


2 CHILDREN ONLY 


VA payments OASI 


| benefits | 
| (same | 
for plans Plan A 

| a ama De . Low High 
| Low 5 | High 5 


| 
Combined VA and | Excess plan A 
| OASI | Over plan B 


Plan A 
Plan 


Low 5 | 


g 


$100 | 
95 
89 
100 | 
YS 
93 | 
| 
87 | 
83 
79 
76 | 
73 
-2. 71 
E-1. 71 | 
E-1 (under 4 months) 71 | 71 | 


i 


$136 | $236 | 
136 231 236 
136 225 236 
136 236 236 
136 234 236 
136| 229 236 
136} 224 236 
136 223 236 
| 219 229 
123/ 2| 212 
113 189 197 
176 | 181 
98 169} 173 183 —10 
98 169} 171 183 —12 
os 169 169 183 —14 


an 
i 
ow 
wr 
—_ 
nor 


—_—— 
hho bo WD Coole 
_ 
uo 


eee 
a 


tn on 


RRRKRRRFRRRARS 
| 


‘Includes $50 indemnity compensation which the serviceman may designate to other beneficiaries and 
thus reduce the amount paid to the children. 
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Select Committee on Survivor Benefits, comparison of survivor benefits’ 
DEPENDENT PARENTS 


1 dependent parent only 2 dependent parents only 
——————_$ —_ ——___ 


peery . 


Excess, Excess, 
plan Aover| PlanA? | plan A over 
= | plan B 1 plan B 








coccowos eRBE 


75 | 
75 
75 5 | 
75 | 

! l 


| —10 
—10| —10 
110 | —10| —10 
110 —10 —10 











75} 7 | | 
| 
| 


| Dependent parents when there are a widow, surviving child or 
children and indemnity compensation paid to other than the 
dependent parents 


All grades —_ reese $50 | $50 | $75 |—$25 |-sa | $80 | 0 $110 |-s0 | —$30 


| Dependent parents when indemnity compensation paid to them 
ut there are other surviving dependents 


All grades, maximum $75 | $75 | $75 | 0 | 0 | $100 | $100 | $110 |-sio —$10 





! Does not include OASI-benefits which are the same under both plan A and plan B; however, under 
plan A maximum indemnity compensation, dependency compensation, and OASI are $175 for 1 parent and 
$300 = 2 parents, and under plan B maximum Federal payments are $125 for 1 parent and $175 for 2 
parents. 


2 Dependent parent only includes $50 indemnity compensation which serviceman could designate pay- 
able to other beneficiaries. 


APPENDIX H 
ProposaL B—Survivorsnipe BENEFITS 


PART I. OBJECTIVES AND PRINCIPLES OF A SOUND SURVIVOR BENEFIT PROGRAM 
FOR MILITARY PERSONNEL AND FOR VETERANS OF MILITARY SERVICE WHO DIE 
FROM SERVICE-CONNECTED CAUSES 


1. Automatic, adequate survivor protection.—Provide automatic, adequate sur- 
vivor protection to all men while in service without any action on their part and 
continue such protection to men after service where it is found that death is from 
causes. directly related to military service. This automatic and adequate pro- 
tection to be provided by the Government to the servicemen without cost to him. 
payments to dependent parents. 

2. Place military under the social-security system.—A system of survivor bene- 
fits should be partially supported by the men in service. This could be accom- 
plished by placing all military personnel under the social security system while 
in service, on a basis involving 50-50 sharing of costs by the Government and the 





i eed 


- 


cocoons 
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servicemen. There should be additional payments above social security, such 
payments being financed entirely by the general taxpayer. 

3. Compensation to dependent parents.—In addition to widows and children, 
provide protection for parents who are truly dependent on servicemen, such pro- 
rection to be provided by the Government to the servicemen without cost to him. 
Furthermore, there should be an adequate showing of bona fide dependency re- 
lationship at time of death, and there should be a monetary limitation on the 
amount that will be paid as dependency compensation when the parents have 
income from other sources. 

}. Rates to widows and children not reduced when payments made to parents.— 
Any plan providing payments to dependent parents, should be treated as a supple- 
mentary plan and the monthly payments to such supplementary beneficiaries 
should not be used to reduce in any manner the monthly amounts payable to sur- 
viving widows and/or children. This feature is considered important in order 
to avoid the situation where some widows or children will be receiving more in- 
come per month than other widows and children where the serviceman involved 
were of the same rank. The widow and children should not be penalized by 
having to give up part of their VA compensation to provide VA compensation 
to surviving dependent parents. 

5. Higher benefits, with rates related to rank.—A new program of survivor 
benefits, at higher than current rates for widows, should be related to rank in 
some measure, provided there be established a floor for the lower enlisted ranks 
ind provided the payments to the higher grade officers are not excessively greater 
than the payments being made to enlisted and lower ranking officers. This 
feature of the proposed program would be a departure from the traditional ap- 
proach used theretofore when compensation payments to survivors of military 
personnel and to veterans were at specified rates without regard to rank. The 
principal area where VA compensation would be related to rank is that involv- 
ing officers whose survivors represent less than 15 percent of the VA rolls. 

6. Election to new program rates for those now on the VA rolls.—Those widows 
alone, or widows with children, or children alone, now on the VA compensation 
rolls should be afforded an opportunity to receive the higher monthly rates plan- 
ned for the new program. However, since there is in existence at the present time 
a substantial number of life insurance policies (NSLI or USGLI) which may 
materialize into death claims while the man is in service and since a majority 
of the beneficiaries on the VA compensation rolls today also have received some 
Government insurance or the indemnity under Public Law 23, it is essential when 
providing an election opportunity to existing beneficiaries that their election 
to the new higher rates be modified so as to reflect the fact that these benefici- 
aries have already received, or are currently receiving, a substantial benefit in 
the form of insurance or indemnity. Accordingly, there should be a reduction 
in the new VA combined compensation trates to widows and children if they 
have earlier received insurance or indemnity. 

The new dependency test should be applied to parents now receiving VA 
compensation. Only those dependent parents who meet the dependency quali- 
fications should continue to receive compensation. If two surviving parents now 
on VA rolls meet the dependency test, then their new rate would be $110 per 
month. (See pt. II for further details.) 

7. Continuity of social-security program for survivor and retirement bene- 
fits—Since men entering military service are usually leaving private employ- 
ment that was covered under social security, or will enter covered employment 
after service, it appears essential not to impair the serviceman’s social-security 
protection because of military service. His social security would not be 
impaired if military service was covered by social security on a contributory 
basis or a “freeze”? were in effect while rendering such service. It is urged that 
the Government provide full social-security protection while in the service on 
the usual 50-50 contributory basis rather than authorizing a “freeze” during 
military service. A “freeze’’ on social security while in service would result 
in a loss to the social-security fund of about $360 million in annual revenue 
at the current level of military manpower strength. 

8. Equal treatment regardless of time of death—The program should pro- 
vide the same rates for both wartime and peacetime deaths. It also should pro- 
vide the same rates for death of a veteran after discharge as for death in 
service, provided the veteran’s death was due to military service. 
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PART Il. PROBLEM OF MAKING FEDERAL PAYMENTS TO NONDEPENDENT SURVIVORS 


1. Federal funds to nondependents.—Under present laws the Federal Gov- 
ernment is making payments to nondependent survivors of men who die in 
service and nondependent survivors of veterans who die from service-connected 
causes. These payments arise under two programs. First, there are the sev- 
eral life-insurance programs administered by the Government wherein extra- 
hazard determinations are made and Federal appropriations then reimburse 
the insurance funds for the amount of the insurance in force less the reserve 
thereon. Such insurance policies may then be payable to individuals who are 
not dependent upon the serviceman and thus indirectly the Federal Govern- 
ment uses taxpayers’ money to pay these claims to survivors who were not 
dependent on the serviceman. The second area is that of the indemnity pay- 
ments under Public Law 23. The indemnity program authorized the payment 
of $92.90 per month for 10 years to a selected group of beneficiaries to be named 
by the serviceman, including nondependents. If he did not name a beneficiary 
then the sequence of beneficiaries is as follows: widow, children, parents, 
brothers and sisters. 

2. High portion to parents.—There is included in this document as exhibit A 
a table of data furnished by the Veterans’ Administration which shows that 
70 percent of the indemnity payments ($92.90 per month for 10 years) are 
going to parents. As of June 30, 1954, $129 million had been adjudicated by 
VA to these surviving parents. It is also safe to assume that a substantial 
portion of these payments go to parents who are not dependent on the service- 
man, Here again there is being paid out a principal sum of $10,000 plus interest 
for a period of 10 years to a large number of individuals who are not dependent 
upon the serviceman. It seems to be of doubtful propriety that the American 
taxpayer should be called upon to provide funds for payments to survivors of 
military personnel and veterans where such survivors are not dependent upon 
the serviceman. It is proposed under this plan that such payments to non- 
dependents not be made with respect to future deaths, thus enabling the plan 
to provide more adequately for those who are truly dependent. 

3. Probable amount of indenmnity to nondependents.—If the current 
indenmnity program, Public Law 23, involves payments to 50 percent of the 
parents where dependency is involved and 50 percent of the cases where depend- 
ency is not involved, then through June 30, 1954, approximately $65 million in 
claims have been adjudicated by the Veterans’ Administration under the 
indenmnity program where the payment is and will be going to the nondepend- 
ent persons. This t:pe of payment does not seem proper or necessary for the 
Jovernment to make, and appears to embrace a group of beneficiaries for whom 
the Federal Government has no obligation to make payments. 

4. Over 50 percent of compensation. goes to parents, less than 50 percent to 
widows and children.—When discussing the survivor-benefit program of the 
Veterans’ Administration, it is common for most persons to think of the prin- 
cipal survivors as widows and children. However, this is refuted by facts 
made available to the select committee by the Veterans’ Administration. That 
information is presented in exihibit B attached. It will be observed that the 
monthly payments of veterans compensation to survivors may be summarized as 
follows as of June 30, 1954: 

Total Total 
Class of beneficiary | Teues™ | "Bdares” | Sayan | bayab 
| 


monthly annually 
Widows__-_--_- 66, 386 66, 386 , 669, $68, 028, 000 
Widows and children 122, 212 i 76, 128, 000 
Children alone 85, 255 4, 726, 000 56, 712, 000 
332, 845 18, 706, 000 224, 472, 000 


606,698 | 35,445,000 | 425, 340, 000 





1 The totals representing the number of deaths in service and total death cases do not reflect an addition 
of the various beneficiary breakdowns inasmuch as more than one category of beneficiary can draw benefits 
on the same death (ex-parents as well as widow and children entitled to efits on the same death); instead, 
the totals represent the actual number of deaths. (Also, payments are being made to these same benefi- 
ciaries under other programs, such as Government life insuranee, indemnity, social security, etc.) 


It is interesting to note that the annual VA compensation payments to so-called 
dependent parents are greater than the annual payments made to widows, widows 
and children, and children alone. Furthermore, it is significant to observe that 
out of the total death cases of 375,330, only approximately 173,000 death cases 
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(or 46 percent) involve payments to widows and children, while 245,000 death 
cases (or 65 percent) involve payments to dependent parents. 

Aside from the above comparisons, it is important to recognize that parents 
will, on the average, remain on the rolls for a longer period of years than the 
widows or children. Widows leave the rolls due to remarriage, and children due 
to reaching age 18, or age 21, if in school. The result will be an even higher 
portion of the total payments going to parents. 

5. Logical to pay adequate amounts to widows and children——There appears 
ample support for the view that the widows and children should be adequately 
cared for by a survivor-benefit program and that the monthly rates should be 
sufficiently high to enable a reasonable standard of living while the children are 
under 18, or under 21 while in school, without the absolute necessity of the sur- 
viving widow with children entering gainful employment while the children 
require financial support. Furthermore, there seems to be justification for in- 
creasing the rates in some measure in accordance with the increase in rank and 
pay of the deceased serviceman. It was the serviceman’s responsibility to sup- 
port his wife and children. The Government takes his place after death to pro- 
vide the family income. 

6. Laws and regulations permit excessive VA payments to parents.—The cur- 
rent law and VA regulations on the dependency-compensation program for par- 
ents does not appear to be based on sound principles or logic. In determining 
the dependency status of a parent, various other payments made by Veterans’ 
Administration are disregarded with little apparent justification. The details 
of the Veterans’ Administration Regulation 1057 are attached to this report as 
exhibit C. The essence of this regulation, however, is that in determining the 
dependency of parents any amounts received from the Veterans’ Administration 
are disregarded and excluded as an element of income in determining the amount 
of income being received by the surviving widow or parent. Furthermore, de- 
pendency generally is held to exist when monthly income from sources considered 
does not exceed $105 for a mother or a father not living together or $175 for 
mother and father living together, plus $45 for each additional member of the 
family considered dependent. Accordingly, there is submitted the following 
example of how excessive payments can be made from Government funds to 
so-called dependent parents. 

Monthly 
income 
Items received by mother from veterans’ sources which are excluded in 
determining the amount of income received by the surviving mother: 
(a) Pension from VA because of her deceased husband who died as a 
veteran without any service-connected disability__...._._.____- $50. 40 
(6) USGLI on the life of the widow’s deceased husband (assuming 
mother age 55 when husband died, leaving $10,000 insurance) _ * 56. 00 
(c) Indemnity (based on death of son in the service) 90 


Subtotal 
VA dependency compensation paid to surviving mother who is construed 
to be dependent on serviceman since she earns only $95 a month 5. 00 


Grand total from VA .30 
Mother earns monthly 95. 00 


CG TIS IEE. TIE 369. 30 


o 


_ + Likewise, the surviving mother may have received $56 per month from a commercial 
insurance policy, instead of USGLI, and if she did not work in gainful employment, would 
be cligitle for $75 monthly VA compensation on top of other income of nearly $200 per 
month. 

It can thus be seen that the Veterans’ Administration will pay a dependency 
compensation to a surviving mother who earns $95 a month and that such depend- 
ency compensation will be on top of other payments by Veterans’ Administration 
that total approximately $200 monthly. Thus, VA will pay that surviving mother 


almost $275 per month providing her with an income including earnings of $369.30 
per month. 

7. Inerease rates to parents who have bona fide dependency relationship to 
servicemen.—It is generally agreed that the Federal Government should provide 
for surviving parents who in reality are dependent on the serviceman. How- 
ever, payments to such survivors should be in such amounts as to produce rea- 
sonable but not excessive compensation to the survivors. It is recommended 
that the monthly rates paid to dependent parents be set so that 1 parent will 
receive $75 per month as at present and that 2 parents will receive $110 a month, 
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an increase of $30 per month above the present rate of $80 a month. However, 
in making any payments the law should be so designed that the combined income 
from all Federal sources to 1 surviving parent would not exceed $125 a month 
and not exceed $175 a month for 2 parents. Thus, if a mother alone was depend- 
ent and was receiving $92.90 a month in indemnity, she could be paid dependency 
compensation at the rate of $32.10, so as to achieve a monthly income of $125. 
When the $92.90 ceased at the end of 10 years, then the compensation rate would 
increase from $32.10 to $75 per month. Furthermore, in determining depend- 
ency, all sources of income of parents should be considered. If the income is 
found to exceed $125 to 1 parent or $175 to 2 parents, then eligibility would 
not exist. Further, local economic conditions should be taken into consideration. 
If parent(s) is eligible on basis of income test and other factors, then the parent 
could enter the VA rolls, but any fixed income such as rents, annuities, ete., shoul 
be applied to the VA payment so that the combination of fixed income plus VA 
compensation does not exceed $125 for 1 parent or $175 for 2 parents. If the 
income limits were later found to be exceeded, based on annual reports from 
parents, then future payments would be reduced accordingly. 

8. Define dependency relationship.—It would appear that in addition to pro- 
viding income limitations in determining the question of dependency of a parent 
upon a serviceman who is deceased, there should be established by legislation cer- 
tain rules to determine dependency relationship. Items to consider would be 
whether or not the serviceman while alive made an allotment of his pay to his 
parents or evidence is presented and supported by independent verification that 
the parents were unable to support themselves at the time the serviceman was 
in service or immediately preceding such service and that the serviceman did in 
fact contribute in a substantial manner to the support of his parents. It is impor- 
tant to observe that out of 390,000 deaths growing out of World War II, of which 
270,000 resulted in beneficiaries on the rolls as of June 30, 1954 (exhibit B), that 
192,000 of these involve dependent parents. It would appear doubtful that on 
on an average 19 men out of 39 men in the service were supporting their parents 
or had a relationship with their parents that resulted in the establishment of 
true dependency, particularly when employment has been held at a high level 
during the past 13 years. 

9. Place ceiling on combined Federal payments to dependent parents.—lt 
seems appropriate that adequate steps be taken to reduce the burden on the tax- 
payer for the parent program so that payments are made from Federal moneys 
only when the parents are truly dependent and then to establish the rates in 
such manner that income from other Federal sources be taken into consideration 
in determining the precise amount that will be paid in dependency compensa- 
tion by the Veterans’ Administration. The proposal contained in this plan pro- 
vides a device whereby payments to parents will be increased if there is no 
other income and at the same time provides for supplementing existing Federal! 
payments not to exceed a ceiling of $125 to a single parent or a parent living 
apart from the other parent, and a ceiling of $175 to 2 parents living together. 
Arrangements are being made to obtain information on a representative number 
of cases to indicate what the Government is now paying to dependent parent 
cases from all sources such as social security, Veterans’ Administration, Railroa: 
Retirement Board, etc. When this information has been assembled it will por- 
tray more clearly the situation as it exists today and with that data available 
steps may be taken to provide a limitation on the amount that is being spent by the 
Government to support dependent parents of deceased servicemen. 


PART III. PROPOSED ACTION 


1. Contributory social security—Place military personnel under the social 
security system on a full contributory basis, using the assigned wage credits 
recommended by the Kaplan Committee, and guarantee current insured status 
immediately on entry in service. Under this proposal the Federal Government 
would make a tax payment to the social security fund the same as private 
employers. There would be no break in social security coverage for persons 
entering service from private employment, and there weuld be no loss of time 
under the system while in military service. At the present level of military 
manpower it is estimated that the 2-percent tax on the Government would cost 
$180 million per year. (This action will increase the monthly rates paid by 
social security to widows and children.) (See tables attached.) 

2. Widows’ benefits —Increase the monthly compensation rates paid to widows 
of servicemen, and to widows of veterans whose death is due to military service. 
and give some recognition to rank in setting these monthly payments, Establish 
the widow's VA compensation rate on the basis of the present $87 per montb 
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plus 10 percent of gross pay “based on the Kaplan Committee assigned wage 
credit rates, with a minimum monthly payment of $125 from VA. It is proposed 
that these rates be the same for a widow alone (unremarried) as it would be 
for a widow with children, because the widow with children will receive social 
security payments in her own right while she has children under age 18, plus 
social security for her children. (See table 1, appendix F.) 

2. Payments to children.—Establish a VA compensation program for children 
at the rate of $60 per month for one child and $25 per month for each additional 
child. This program would apply only where the widow is remarried or de- 
ceased. These payments would be in addition to social security payments to 
the children. The VA compensation payments to children would cease at age 
18 or, if married, before 18, or continue to age 21 if children in school. Pay- 
ments would continue beyond 18 if child is incapacitated. The monthly rates 
being proposed here would generally increase the rates being paid to surviving 
children where the widow is remarried or deceased. Children’s rates paid by 
the VA would not be varied by rank. (See table 3, appendix F.) 

4. Payments to widows and children combined.—Establish a program to pay 
these widows the same as under item 2 above (table 1) plus social security pay- 
ments for both the widow and children on the basis of assigned wage credits. 
Under this portion of the program there would also be some recognition given 
to the rank of the serviceman in setting the compensation rates. The rates 
would prevail throughout the period of need, and would not be subject to 
termination at the end of 10 years, as is the case in the current indemnity pro- 
gram. The monthly survivorship income for a widow and one child would 
range from $242.80 where the serviceman was rank E-1 to $377.80 where the 
serviceman was rank O-8. The monthly rates for a widow and 2 children 
would range from $282.10 to $415. The rates for a widow and 2 children would 
exceed the serviceman’s gross pay while alive for the first 4 pay grades. These 
rates might be compared with average salaries in the VA medical program. The 
average annual wage paid by VA to 128,000 employees in the medical program 
was about $3,500, or $291 per month. The income tax on this sum for a man and 
wife with one child would be about $275, leaving a balance of $3,225, for an 
average monthly income of $269. It appears that starting survivor benefit pay- 
ment rates to a widow and 1 child of $242.80 and a widow and 2 children of 
$282.10 are adequate. (See table 2, appendix F, for the details on rates.) 

5. Dependent parents and nondependents.—Revise VA compensation program 
to dependent parents so as to increase rates to 2 parents from $80 per month to 
$110 per month, leave 1 parent at the rate of $75, but provide a reduction in these 
rates where a combination of Federal payments (OASI, VA, RRB, CSR, etc.) ex- 
ceeds a ceiling of $125 to 1 parent or $175 to 2 parents. Annual income reports 
should be submitted by parents, and where income limits are exceeded, then the 
excess would serve to reduce future VA compensation payments. Redefine de- 
pendency requirements so as to pay only to parents who are truly dependent. 
Parents now on the VA compensation rolls would be required to meet new depend- 
ency tests, and would then come under the new program, including $110 per month 
for 2 parents. Exclude from eligibility for the Federal compensation payments 
any nondependent persons, thus excluding nondependent parents from the pro- 
gram. The serviceman should make his own arrangements for his survivors who 
are not dependent on him. The Federal Government should not provide survivor- 
ship protection to any nondependents. 

6. Life insurance (NSLI and USGLI).—Continue the premium waiver provision 
for men while in service who have Government life insurance, continue the sale 
of NSLI to men leaving service who have their insurability impaired, but discon- 
tinue selling special term or other insurance to men discharged from service who 
have not had their insurability impaired. 

7. Election between the current and new programs.—Permit (@) all unremar- 
ried widows alone, and unremarried widows with children, who are now on the VA 
compensation rolls, and (6) those widows or widows with children who become 
eligible to enter the VA compensation rolls in the future because of death of a 
veteran from service-connected causes who had no military service after date of 
enactment of new survivor law, to elect to receive the proposed combined rates 
shown in tables 1 and 2 (generally bigher than at present). Such election to the 
higher rates, however, would involve consideration of any social security being 
received, and any Government life insurance that was payable to either the widow 
or the children. If the life insurance was payable to other than widow or children, 
then disregard insurance in making election. The election to receive new VA 
rates would be accomplished as follows: 

(@) Select the new higher combined rate. 
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(b) Determine amount of any social security payment. 

(c) Determine monthly value of insurance or indemnity at rate of $4 for each 
$1,000 of NSLI, USGLI, or indemnity in effect at time of death that was payable 
to widow or children. 

(d) Determine the sum required to be added to (6) and (c) so as to equal (@), 
and this would be the new increased monthly amount paid by VA. 

(e) In addition to the monthly benefit, payment would be made of the cash 
surrender value of a NSLI or USGLI policy in effect at time of death that was 
payable to widow or children, when the $4 per $1,000 adjustment in VA compen- 
sation is applicable. 

For example, a widow and two children of an O—2 now receives $150 from VA 
and $128 from social security each month, plus insurance or plus $92.90 indemnity 
for 10 years only. If insurance or indemnity were in effect at time of death, then 
her new rate from VA would be determined as follows: An O-2 from table 2, $340 
minus $128 social security, minus $40 for insurance, equals $172 from VA instead 
of $150 at present, an increase of $22 monthly from VA. There would be an elec- 
tion to children alone now on the rolls, as such election would be advantageous in 
many cases. Here, too, insurance payable to the widow or children would be con- 
sidered at the rate of $4 per $1,000, and any social security would be offset. Pre- 
liminary estimates indicate that the probable cost to the Government of this 
“election” opportunity will be about $30 million annually in early years, and 
will decline as survivors leave the rolls by remarriage or death. 

8. Programs eliminated.—The Federal Employees Compensation Act (FECA) 
would no longer apply to any military personnel, and the indemnity provisions 
of Public Law 23 ($92.90 per month for 10 years) would be repealed with respect 
to future deaths. The present free wage credit of $160 per month for social- 
security purposes would be eliminated in favor of the contributory social-security 
protection. The 6 months death gratuity might be modified along the lines 
suggested under proposed plan A. 

9. Ceiling on payments.—The maximum amounts for each grade shown on 
tables 1, 2, and 3, or other approved rates, should be written into law as maxi- 
mums, so that compensation payable by VA would be adjusted by any changes 
in social-security law. This would eliminate the possibility of future total 
benefits becoming out of line in any instances and would preserve to the Congress 
the prerogative of considering the adjustment of the maximum benefits payable 
on the merits. It is believed that the adoption of social security and the incor- 
poration of a ceiling on payments as here proposed are essential to keep a unified 
program properly coordinated and to prevent such program from ever again 
becoming disorganized and irregular as is the present case under existing piece- 
meal legislation. 

10. Military retirement pay.—When military personnel are placed under the 
social-security system, they will automatically become entitled to social-security 
retirement at age 65. Under present law military personnel can retire much 
earlier than age 65 under a system that is wholly tax supported. As a result 
social security would be completely additive. The proposed remedy is to reduce 
the military retired pay (tax-supported retirement pay) at age 65 by 50 percent 
of any social-security retirement benefit. 


VETERANS’ ADMINISTRATION 


Exureit A.—Servicemen’s indemnity summary (running avcards as of June 30, 
1954) 


Number | Percent-| Monthly | Percent-| A™OUDt of | percent. 








Beneficiary relationship of cases age payment age naweiy age 
Wihow wiveei 3. i) dae. 5, 358 24.80 | $423, 263. 11 25.11 24. 66 
Mother and father alone __-_---- Sark 10, 339 47. 85 825, 318. 91 48. 96 48. 06 
Diether Gene ss. i365 tilo ais 3, 627 16. 79 264, 475. 52 15. 69 16.70 
Pe BN Bin ee ceinditereet 1,114 5.15 80, 970. 10 4.80 5.09 

Total parents. .............- 15, 080 69. 79 | 1, 170, 764. 53 69. 45 69. 85 
Sister and brother alone _______.--- 591 2.73 44, 848. 25 | 2. 66 2.73 
Combination of beneficiaries 

(widow and children; widow 

and parents; sister, brother, 

and children, ete.; for break- | 

Gov ae: W226. ee 578 2. 68 | 46, 888. 81 2.78 | 5, 097, 300 2. 76 


Grand total............---.- 21,607 | 100.00 1,085, 764.70 | 100.00 | "185, 086, 800 100. 00 





; Source: Based on data supplied by Reports Division; Reports and Statistics Service; Office of the Con- 
troller; Department of Veterans Benefits, Veterans’ Administration. 
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Exuipit A.—Servicemen’s indemnity running awards showing beneficiaries, 


June 30, 1954 


Beneficiary relationship 


Widow and 1 child 
Widow and 2 children 
Widow and 3 ehildren 


Widow and 5 children 
Widow and 6 children 


Total, widow, mother, father, and children 


Widow, mother, and father alone. _......-.........-.-....-- 
Widow, mother, father, and 1 child 
Widow, mother, father, and 2 children 


Total, widow, mother, and children 


Widow, and mother alone 
Widow, mother, and 2 children 


Total, widow, father, and children 


Widow and father alone 
Widow, father, and 1 child 


Total, widow, father, brother, sister, 1 or more 
Total, widow, sister, brother, 1 or more 
Total, children alone 


1 child alone 

2 children alone 
3 children alone 
4 children alone 
5 children alone 
6 children alone 


Total, mother, father, and children 


Mactan Gm Ree Ca oi hn hth So in inn sd cncc eee 
Mother, father, and 1 child 
Mother, father, and 2 children 


Total, mother, father, sister, brother, 1 or more 


lotal, sister, brother, 1 or more, and children 


Sister, brother, 1 or more, alone 

Sister, brother, 1 or more, and 1 child 

Sister, brother, 1 or more, and 4 children 

Sister, brother, 1 or more, and 5 children_............-.._-- 
Sister, brother, 1 or more, and 8 children 


Total, mother and children 
Mother alone. 
Mother and 1 child 
Mother and 2 children 
Mother and 6 children 
Total, father and children 


Father alone 


Father and 1 child__._- J bwatednapilaeas EA AE ANT 


Father and 2 children 


—— Reports Division, Reports and Statistics Service, Office of the Controller, Department of Vet- 
erans’ Benefits. 


65018—55——-45 


10, 344 | 


Monthly 
payment 


$1, 685, 764. 70 


429, 849. 72 


423, 263. 11 
4, 161. 92 
1, 560. 72 

492. 37 
185. 80 
92. 90 
92. 90 


1, 504. 99 
994. 04 
371. 60 
139. 55 

6, 270. 75 


6, 224. 30 


& 
& 


83 
BRE) FE) 8 
S82 | 28| 8 


Amount of 
indemnity 
on case 


$185, 086, 800 


46, 352, 300 


45, 643, 300 
448, 000 


105, 000 


85, 000 
20, 000 


77, 000 
24, 000 
2, 581, 300 





~ 


_ 3 
So 
— 
aI 


See: 


REE 
BRR 





| BS 
ia@e 
|-° 
| 


1, 526, 200 
825, 500 
144, 600 

57,000 
20, 000 
8, 000 








825, 681. 23 


88, 998, 900 








825, 318. 91 


10, 339 | 
2 92. 90 


269. 42 | 


5, 142.02 


45, 219. 85 


88, 959, 900 
} 10, 000 
29, 000 


561, 000 
5, 091, 300 





44, 848. 25 


139. 35 
92. 90 


92.90 | 


46. 45 


== 


265, 441. 69 


264, 475. 52 | 


641.01 
139. 36 
185. 80 


5, 051, 300 

15, 000 

10, 000 
10, 000 


| 5, 000 


| ~ 31, 016, 100 
30, 91.2, 100 
| 69, 000 
} 
} 


81, 109. 45 


80, 970. 10 
92. 90 
46. 45 


9, 442, 900 
9, 422, 900 
| 10, 000 
} 10, 000 
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Evhibit C 
VA REGULATIONS 1057 


CONDITIONS WHICH DETERMINE DEPENDENCY 


(A) Definitions. Dependency will be held to exist if the father or mother of 
the veteran does not have an income sufficient to provide reasonable maintenance 
for such father or mother and members of his or her family under legal age and 
for dependent adult members of the family if the dependency of such adult mem- 
ber results from mental or physical incapacity. “Reasonable maintenance” in- 
cludes not only housing, food, clothing, and medical care sufficient to sustain life, 
but such items beyond the bare necessities, and as well as other requirements 
reasonably necessary to provide those conveniences and comforts of living suit- 
able to and consistent with the parents’ reasonable mode of life. “Members of 
the family” will be considered to mean those persons, including relatives in the 
ascending as well as descending class, whom the father or mother is under moral 
or legal obligation to support. (August 28, 1952.) 

(B) Sources of Income. (1) In determining the amount of income, considera- 
tion will be given to (a) net income from property owned, or business operated, 
by the mother or father; (b) earnings of the mother or father and other members 
of their family under legal age; (c) actual contributions of any character to the 
family expenses by the adult members; (d) so-called social security benefits, i. e., 
old age assistance and old age and survivors’ insurance; (e) family allowances 
received pursuant to Public Law 351, 8ist Congress, as amended. (August 28, 
1952.) 

(2) In determining whether other members of the family under legal age are 
factors in necessary expenses of the mother or father, consideration will be 
given to any income from business or property (including trusts) actually avail- 
able, directly or indirectly, to the mother or father for the support of the minor 
but not to the corpus of the estate or the income of the minor which is not so 
available. (August 1, 1944.) 

(3) In determining dependency, amounts received from the following named 
sources, by the father or mother or other member of the family, will be disre- 
garded, viz, (a) as designated beneficiary or otherwise of any insurance under 
the War Risk Insurance Act, the World War Veterans’ Act, 1924, as amended, 
or the National Service Life Insurance Act, or any amendments to either; (b) 
any pension or compensation under laws administered by the VA; (c) benefits 
under the World War Adjusted Compensation Act or the Adjusted Compensation 
Payment Act, or any amendments to either; (d) the 6-month pay made to the 
designated beneficiary thereof pursuant to 10 U. S. C. 903, 903 (a), and 456; 34 
U. 8. C. 948, 944, and 855c-2; (e) payments pursuant to Mustering-Out Payment 
Act, 1944 (P. L. 225, 78th Cong.) ; (f) donations or assistance from charitable 
sources; (g) payments of servicemen’s indemnity under Public Law 23, 82d Con- 
gress; (h) annuities received under the Uniformed Services Contingency Option 
Act of 1953 (P. L. 239, 88d Cong.). (October 30, 1953.) 

(4) In addition to considering income of a father or mother, consideration 
will be given to the corpus of such claimant’s estate if under all the circumstances 
it is reasonable that the same or some part thereof be sold and the proceeds con- 
sumed for the claimant’s maintenance. (August 1, 1944) 

(C) Contributions by Veteran. The fact that the veteran has made habitual 
contributions to his father or mother, or both, is not conclusive evidence that 
dependency existed but shall be considered in connection with all other evidence. 
(August 28, 1952) 

(D) Remarriage of Parent. The remarriage of a mother or father does not, 
per se, bar entitlement but is prima facie evidence that dependency has ceased. 
See VA Regulation 2562. (August 28, 1952) 

(E) Prima Facie Dependency. (1) In the absence of evidence indicating the 
contrary, dependency will be held to exist when the monthly income from sources 
proper to consider does not exceed: 

(a) $105 for a mother or father (not living together). 

(b) $175 for a mother and father (living together). 

(c) The amounts stated in subdivision (a) or (b) plus $45 for each additional 
member of the family whose support is to be considered under the criteria in- 
dicated in subparagraphs (A) and (B) of this paragraph. 

: It must be definitely understood that the amounts stated are not controlling 
in any case but are to be used only as prima facie evidence. Each claim is 
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subject to adjudication upon the facts thereof in the light of the governing legal 
principles summarized in this paragraph. The above monetary guides are not 
for application in a foreign country. (August 28, 1952) 





APPENDIX I 
{Pustic Law 193—T7rH Concress | 
(CHAPTER 329—Isr Session } 
(H. R. 2855] 


AN ACT To provide for payment of pension to certain dependent parents notwithstanding 
remarriage, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pension or compensation payable to a 
dependent mother or father under any law administered by the Veterans’ Ad- 
ministration shall continue during dependency whether dependency arises prior 
or subsequent to the death of the veteran on whose account the benefit is payable. 
The fact of remarriage of the mother or father shall not operate to terminate 
such pension, provided that dependency exists notwithstanding such remarriage. 

Sec. 2. Paragraph IV (b), part I, Veterans Regulation Numbered 2—NSeries 
(U. 8. C., title 38, ch. 12, appendix), is hereby repealed and any provision of law 
inconsistent with this Act is also repealed. 

Approved, July 30, 1941. 


VETERANS REGULATION No. 10, AS AMENDED 


As amended by sec. 15, Public Law 144, 78th Cong., July 13, 1943. 

XIII. Not more than one award of pension, compensation, or emergency 
officers’ or regular retirement pay, shall be made concurrently to any person 
based on his own service. The receipt of pension or compensation by a widow, 
child, or parent on account of the death of any person, or receipt by any person 
of pension or compensation on account of his own service, shall not bar the 
payment of pension cr compensation on acecunt of the death or disability of any 
other person. This paragraph is hereby made applicable to all laws adminis- 
tered by the Veterans’ Administration. Section 4715 of the Revised Statutes 
(U. S. C., title 38, sec. 25) and any other laws in conflict herewith are hereby 
repealed or modified accordingly. 

Pension, compensation, or retirement pay on account of his own service shall 
not be paid while the person is in receipt of active service pay. 

The third proviso of paragraph 2 of section 1 of the Act of March 3, 1891 
(U. S. C., title 38, sec. 26) the last proviso of paragraph 2 of section 3 of the 
Act of January 28, 1915 (U. 8. C., title 38, sec. 27), and any other provision of 
law or veterans’ regulation contrary hereto, is hereby repealed or modified 
accordingly. 


VA REGULATIONS 


CLAIMS—-TRANS. SHEET 119% 


1057. CONDITIONS WHICH DETERMINE DEPENDENCY 


(A) Definitions. Dependency will be held to exist if the father or mother of 
the veteran does not have an income sufficient to provide reasonable maintenance 
for such father or mother and members of his or her family under legal age 
and for dependent adult members of the family if the dependency of such aduit 
member results from mental or physical ineapacity. ‘Reasonable maintenance” 
includes not only housing, food, clothing, and medical care sufficient to sustain 
life, but such items beyond the bare necessities, and as well as other requirements 
reasonably necessary to provide those conveniences and comforts of living suitable 
to and consistent with the parents’ reasonable mode of life. “Members of the 
family” will be considered to mean those persons, including relatives in tie 
ascending as well as descending class, whom the father or mother is under mor#! 
or legal obligation to support. (August 28, 1952.) 
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il (B) Sources of Income. (1) In determining the amount of income, consid- 

vt eration will be given to (a) net income from property owned, or business oper- 
ated, by the mother or father; (b) earnings of the mother or father and other 
members of their family under legal age; (c) actual contributions of any 
character to the family expenses by the adult members; (d) so-called social- 
security benefits, i. e., old-age assistance and old-age and survivors’ insurance; 
(e) family allowances received pursuant to Public Law 351, 8ist Congress, as 
amended. (August 28, 1952.) 

(2) In determining whether other members of the family under legal age are 
factors in necessary expenses of the mother or father, consideration will be given 
to any income from business or property (including trusts) actually available, 
directly or indirectly, to the mother or father for the support of the minor but 
not to the corpus of the estate or the income of the minor which is not so 
available. (August 1, 1944.) 


ing (3) In determining dependency, amounts received from the following-named 

sources, by the father or mother or other member of the family, will be disre- 
tes garded, viz, (a) as designated beneficiary or otherwise of any insurance under 
ya the War Risk Insurance Act, the World War Veterans’ Act, 1924, as amended, 
Ad- or the National Service Life Insurance Act, or any amendments to either; (b) 
‘ior any pension or compensation under laws administered by the VA; (c) benefits 
ble. under the World War Adjusted Compensation Act or the Adjusted Compensation 
ate Payment Act, or any amendments to either; (da) the 6-month pay made to the 
ge. designated beneficiary thereof pursuant to 10 U. S. C. 903, 903 (a), and 456; 
ries 34 U. S. C. 948, 944, and 855c-2; (e) payments pursuant to Mustering-Out Pay- 
law ment Act, 1944 (PL 225, 78th Cong.) ; (f) donations or assistance from charitable 


sourees; (g) payments of servicemen’s indemnity under Public Law 23, 82d 
Congress; (h) annuities received under the Uniformed Services Contingency 
Option Act of 1953 (PL 239, 88d Cong.). (October 30, 1953.) 

(4) In addition to considering income of a father or mother, consideration will 
be given to the corpus of such claimant's estate if, under all the circumstances, 
it is reasonable that the same or some part thereof be sold and the proceeds con- 
sumed for the claimant’s maintenance. (August 1, 1944.) 
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1inis- (D) [Remarriage of Parent.] The remarriage of a mother or father does not 


tutes per se bar entitlement, but is prima facie evidence that dependency has ceased. 
ereby {See VA Regulation 2562.] (August 28, 1952.) 

(E) [Prima Facie Dependency.] 
shall (1) In the absence of evidence indicating the contrary, dependency will be held 


to exist when the monthly income from sources proper to consider does not exceed : 
1891 (a) [$105] for a mother or father (not living together). 
f the (b) [$1%5] for a mother and father (living together). 
ion of (c) The amounts stated in subdivision (a) or (b) plus [$45] for each addi- 
ified tional member of the family whose support is to be considered under the criteria 
indicated in subparagraphs (A) and (B) of this paragraph. 

It must be definitely understood that the amounts stated are not controlling 
in any case but are to be used only as prima facie evidence. Each claim is subject 
to adjudication upon the facts thereof in the light of the governing legal prin- 
ciples summarized in this paragraph. The above monetary guides are not for 
application in a foreign country. (August 28, 1952.) 
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— (Furnished by the Veterans’ Administration) 


‘erments 
pial A. Laws authorizing the payment of multiple benefits and regulations under 
: : = which present determinations of dependency are made 

1. Laws: 
rv mor! Public No. 2, 73d Congress, as amended. 


Veterans Regulation No. 1 (a), Part I, as amended. 
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Section 10, Public Law 667, 77th Congress. 
Section 15, Public Law 144, 78th Congress. 

After a finding of dependency is made, the last cited law authorizes the pay- 
ment of multiple benefits to such dependents as illustrated in Section II A above. 

2. Regulation: 

The governing criteria which are applicable in determinations involving ques- 
tions of dependency are contained in VA Regulation 1057. The cited regulation 
provides as follows: 

“1057. CONDITIONS WHICH DETERMINE DEPENDENCY 

“(A) Definitions. Dependency will be held to exist if the father or mother 
of the veteran does not have an income sufficient to provide reasonable mainte- 
nance for such father or mother and members of his or her family under legal 
age and for dependent adult members of the family if the dependency of such 
adult member results from mental or physical incapacity. ‘Reasonable mainte- 
nance’ includes not only housing, food, clothing, and medical care sufficient to 
sustain life, but such items beyond the bare necessities, and as well as other 
requirements reasonably necessary to provide those conveniences and comforts 
of living suitable to and consistent with the parents reasonable mode of life. 
‘Members of the family’ will be considered to mean those persons, including rela- 
tives in the ascending as well as descending class, whom the father or mother 
is under moral or legal obligation to support. (August 28, 1952.) 

“(B) Sources of Income. (1) In determining the amount of income, consid- 
eration will be given to (a) net income from property owned, or business operated, 
by the mother or father; (b) earnings of the mother or father and other members 
of their family under legal age; (c) actual contributions of any character to the 
family expenses by the adult members; (d) so-called social-security benefits, i. e., 
old-age assistance and old-age and survivors’ insurance; (e) family allowances 
received pursuant to Public Law 351, 8lst Congress, as amended. (August 28, 
1952. ) 

*“(2) In determining whether other members of the family under legal age 
are factors in necessary expenses of the mother or father, consideration will be 
given to any income from business or property (including trusts) actually avail- 
able, directly or indirectly, to the mother or father for the support of the minor 
but not to the corpus of the estate or the income of the minor which is not so 
available. (August 1, 1944) 

“(3) In determining dependency, amounts received from the following named 
sources, by the father or mother or other member of the family, will be disre- 
zarded, viz., (a) as designated beneficiary or otherwise of any insurance under 
the War Risk Insurance Act, the World War Veterans’ Act, 1924, as amended, 
or the National Service Life Insurance Act, or any amendments to either; (b) 
any pension or compensation under laws administered by the VA; (c) benefits 
under the World War Adjusted Compensation Act or the Adjusted Compensa- 
tion Payment Act, or any amendments to either; (d) the 6-month pay made to 
the designated beneficiary thereof pursuant to 10 U. 8. C. 903, 903 (a) and 456; 
34 U. S. C. 948, 944, and 855c—-2:; (e) payments pursuant to Mustering-Out Pay- 
ment Act, 1944 (P. L. 225, 78th Cong.) ; (f) donations or assistance from chari- 
table sources; (g) payments of servicemen’s indemnity under Public Law 25, 
&2d Congress; (h) annuities received under the Uniformed Services Contingency 
Option Act of 1953 (P. L. 239, 83d Cong.). (October 30, 1953) 

“(4) In addition to considering income of a father or mother, consideration 
will be given to the corpus of such claimant’s estate if under all the circum- 
stances it is reasonable that the same or some part thereof be sold and the 
proceeds consumed for the claimant’s maintenance. (August 1, 1944) 

“(C) Contributions by Veteran. The fact that the veteran has made habitual 
contributions to his father or mother, or both, is not conclusive evidence that 
dependency existed but shall be considered in connection with all other evidence. 
(August 28, 1952) 

“(D) Remarriage of Parent. The remarriage of a mother or father does not, 
per se, bar entitlement but is prima facie evidence that dependency has ceased. 
See VA Regulation 2562. (August 28, 1952) 

“(E) Prima Facie Dependency. (1) In the absence of evidence indicating the 
contrary, dependency will be held to exist when the monthly income from sources 
proper to consider does not exceed : 

“(a) $105 for a mother or father (not living together). 
““(b) $175 for a mother and father (living together). 
“(c) The amounts stated in subdivision (@) or (b) 
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plus $45 for each additional member of the family whose support is to be con- 
sidered under the criteria indicated in subparagraphs (A) and (B) of this 
paragraph. 

“It must be definitely understood that the amounts stated are not controlling 
in any case but are to be used only as prima facie evidence. Each claim is sub- 
ject to adjudication upon the facts thereof in the light of the governing legal 
principles summarized in this paragraph. The above monetary guides are not 
for application in a foreign country. (August 28, 1952.)” 


B. Historical 


1. The law: 

Public, No. 90, 65th Congress, enacted October 6, 1917. Article III, Section 
301 (g) provided as follows: 

“For a widowed mother, $20. The amount payable under this subdivision 
shall not be greater than a sum which, when added to the total amount payable 
to the widow and children, does not exceed $75. This compensation shall be 
payable for the death of but one child, and no compensation for the death of a 
child shall be payable if such widowed mother is in receipt of compensation under 
the provisions of this article, for the death of her husband. Such compensation 
shall be payable whether her widowhood arises before or after the death of 
the person and whenever her condition is such that if the person were living 
the widowed mother would have been dependent upon him for support.” 

Public No. 175, 65th Congress, enacted June 25, 1918. Section 11 of this law 
amended Section 301 (g) of Public No. 90, supra, to read as follows: 

“If there is a dependent mother (or dependent father), $20, or both, $390. 
The amount payable under this subdivision shall not exceed the difference be- 
tween the total amount payable to the widow and children and the sum of $75. 
This compensation shall be payable for the death of but one child, and no com- 
pensation for the death of a child shall be payable if the dependent mother is in 
receipt of compensation under the provisions of this article for the death of her 
husband. Such compensation shall be payable whether the dependency of the 
father or mother or both arises before or after the death of the person, but no 
compensation shall be payable if the dependency arises more than five years 
after the death of the person.” [Italics supplied, new material.] 

Provision was made in this law for the payment of death compensation to 
dependent parents. The total amount payable for a widow, children, and 
dependent parents could not exceed $75 per month. It was also provided that 
this benefit should be payable for the death of but one child, and that no com- 
pensation should be payable for the death of a child if the dependent mother 
was receiving compensation under the same provision of law for the death of her 
husband. Dependency of the parents must have arisen within five years after 
the death of the veteran in order for the parents to have been entitied to benefits 
under this law. 

Public No. 104, 66th Congress, enacted December 24, 1919. Section 11 amended 
Section 302 (10) of the War Risk Insurance Act (which provided for payment 
of disability compensation) to provide: 

“That section 302 of the War Risk Insurance Act as amended shall be deemed 
to be in effect as of April 6, 1917: Provided, That any person who is now re- 
ceiving a gratuity or pension under existing law shall not receive compensation 
under this Act unless he shall first surrender all claim to such gratuity or 
pension.” 

This law prohibited the receipt of disability compensation under the War 
Risk Insurance Act concurrently with pension benefits from the Pension Bureau. 

Public, No. 542, 67th Congress, enacted March 4, 1923. Section 3 further 
amended Section 301 (g) (8) of the War Risk Insurance Act, as amended, to 
provide: 

“That section 301 of the War Risk Insurance Act, as amended, shall be deemed 
to be in effect as of April 6, 1917: Provided, however, That before compensation 
thereunder shall be paid there shall first be deducted from said sum so to be 
paid the amount of any payments such person may have received by way of 
“ratuities or payments under pension laws in force and existence between April 
6, 1917, and October 6, 1917.” 

This provision of law prohibited the retroactive payment of death compensa- 
tion under the War Risk Insurance Act, as amended, concurrently with pension 
benefits from the Pension Bureau for the period between April 6, 1917, and 
October 6, 1917. 
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Public, No. 242, 68th Congress (World War Veterans Act, 1924) enacted June 
7, 1924. 


Section 201 (f) provided for payment of death compensation to dependent 
parents as follows: 

“If there is a dependent mother (or dependent father), $20, or both $30. The 
amount payable under this subdivision shall not exceed the difference between 
the total amount payable to the widow and children and the sum of $75. Such 
compensation shall be payable whether the dependency of the father or mother 
er both arises before or after the death of the person, but no compensation shall 
be payable if the dependency arises more than five years after the death of 
the person.” 

It will be noted that this law provides for the payment of death compen- 
sation to dependent parents in the same amounts and under conditions similar 
to the War Risk Insurance Act, as amended. It further provided, however, 
in Section 201 (7): 

“That this section shall be deemed to be in effect as of April 6, 1917: Provided, 
however, That the receipt of a gratuity, pension, or compensation by widow, or 
parent, on account of the death of any person shall not bar the payment of com- 
pensation on account of the death of any other person: Provided, That before 
compensation under this section shall be paid there shall first be deducted from 
said sum 8o to be paid the amount of any payments made under any other law 
on account of the death or disability of the same person: Provided further, That 
no changes in rates or compensation made by this Act shall be retroactive in 
effect.” [Italics supplied, new material. ] 

Public, No. 628, 68th Congress, enacted March 4, 1925. 

Section 7 further broadened Section 201 (7) of the WWVA, 1924, to provide 
as follows: 

“That this section shall be deemed to be in effect as of August 6, 1917: Provided, 
however, That the receipt of a gratuity, pension, or compensation, including 
adjusted compensation, by widow, child, or parent, on account of the death, 
disability, or service of any person shall not bar the payment of compensation on 
account of the death or disability of any other person: Provided, That before 
compensation under this section shall be paid the claimant shall first surrender 
all claim to any gratuity or pension payable under any other law on account 
of the death of the same person: Provided further, That no changes in rates or 
compensation made by this Act shall be retroactive in effect.” [Italics supplied, 
new material.] 

Public, No. 585, 70th Congress, enacted May 29, 1928. Section 7 further 
amended Section 201 (f) of the World War Veterans Act, 1924, as amended, to 
read as follows: ~ 

“If there is a dependent mother (or dependent father), $20, or both, $30. The 
amount payable under this subdivision shall not exceed the difference between 
the total amount payable to the widow and children and the sum of $75. Such 
compensation shall be payable, whether the dependency of the father or mother 
or both arises before or after the death of the person: Provided, That the status 
of dependency shall be determined as of the first day of each year, and the direc- 
tor is authorized to require a submission of such proof of dependency as he, in 
his discretion, may deem necessary: Provided further, That upon refusal or 
neglect of the claimant or claimants to supply such proof of dependency in a 
reasonable time, the payment of compensation shall be suspended or discon- 
tinned.” [Italics supplied, new material. ] 

This law eliminated the requirement that dependency of the parents must 
have arisen within 5 years after the veteran’s death. It required, however, a 
determination of dependency as of the first day of each year. 

Public, No. 522, 7ist Congress, enacted July 3, 1930. Section 12 still further 
amended Section 201 (f) of the World War Veterans Act, as amended, to provide 
as follows: 

“If there is a dependent mother (or dependent father), $20, or both, $30. The 
amount payable under this subdivision shall not exceed the difference between 
the total amount payable to the widow and children and the sum of $75: Pro- 
vided, That in case there is both a dependent mother and a dependent father, 
the amount payable to them shall not be less than $20. Such compensation shall 
be payable, whether the dependency of the father or mother or both arises before 
or after the death of the person: Provided, That the status of dependency shal! 
be determined as of the first day of each year, and the director is authorized 
to require a submission of such proof of dependency as he, in his discretion, may 
deem necessary: Provided further, That upon refusal or neglect of the claimant 
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or Claimants to supply such proof of dependency in a reasonable time the pay- 
ment of compensation shall be suspended or discontinued.” [Italics supplied, 
new material.] 

Public, No. 2, 73d Congress, enacted March 20, 19383. Veterans Regulation 
No. 1 (a), Part I, paragraph IV, promulgated June 6, 1933, pursuant to the above 
law provided : 

“The surviving widow, child, or children, and/or dependent mother or father 
of any deceased person who died as a result of injury or disease incurred in or 
aggravated by active military or naval service as provided for in Part I, para- 
graph IT hereof, shall be entitled to receive pension at the monthly rates speci- 
tied next below : 


WV ieee RE i ils on se micireteceheoee nna Leste ein tate ape tntee eee aan etn on $30 
Widow and one child 
(with $6 for each additional child) 
No widow but one child : 20 
equally divided__ 30 
No " vidow but three ain. __..equally divided_. 40 
(with $5 for each additional child, total amount to be equally divided) 
[bepedent mother or father 20 
(or both) : 15 


The total pension payable under this paragraph shall not exceed $75. Where 
such benefits would otherwise exceed $75 the amount of $75 may be apportioned 
as the Administrator of Veterans’ Affairs may prescribe.” 

Veterans Regulation No. 10, paragraph XIII, promulgated March 31, 1933, 
provided that: 

“Not more than one pension shall be payable to any one individual except 
that the receipt of a pension by a widow, child, or parent on account of the death 
of any person shall not bar the payment of a pension on account of the death 
of any other person.’ 

Veterans Regulation No. 2 (a), Part I, paragraph IV (b), promulgated July 28, 
1933, provided with respect to dependency of a parent that: 

“Vension to a dependent mother or father shall continue during dependency 
until death or remarriage of the mother or father, whether the dependency arises 
prior or subsequent to the death of the veteran, etcept that no pension shall be 
payable to any mother or father where the dependency arises more than ten 
years subsequent to the death of the veteran.” (Italics supplied, new material.] 

Veterans Regulation No. 1 (g), promulgated March 19, 1935, increased the 
monthly rates for certain widows and children without increasing the maximum 
amount payable for all dependents. It provided in part that: 

“The surviving widow, child, or children, and/or dependent mother or father 
of any deceased person who died as a result of injury or disease incurred in or 
aggravated by active military or naval service as provided for in Part I, para- 
sraph 1 hereof, shall be entitled to receive pension at the monthly rates specified 
next below : 


Widow under 50 years of age 
Widow 50 years to 65 years of age 
Widow over 65 years of age 
Widow with one child, $10 additional for such child up to 
10 years of age, increased to $15 from age 10 (with $8 
for each additional child up to 10 years of age, increased 
to $15 from age 10). 
No widow but one child___ 20 
No widow but two children A . 88 (equally divided) 
No widow but three children 46 (equally divided) 
(with $8 for each additional child; total amount to 
be equally divided.) 
Dependent mother or father 
(or both) 


“The total pension payable under this paragraph shall not exceed $75.00. Where 
such benefits would otherwise exceed $75.00 the amount of $75.00 may be appor- 
tioned as the Administrator of Veterans’ Affairs may prescribe.” 


Veterans Regulation No. 2 (d), paragraph 2, promulgated March 19, 1935, 
provided as follows: 

“Pension to a dependent mother or father shall continue during dependency 
until death or remarriage of the mother or father, whether the dependency 
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arises prior or subsequent to the death of the veteran, provided, however, that 
when pension or compensation is properly discontinued by reason of remarriage 
it shall not thereafter be recommenced.” 

This regulation eliminated the requirement that*dependency must have arisen 
within ten years after the date of the veteran’s death. 

Public, No. 304, 75th Congress, enacted August 16, 19387. Section 3 increased 

the monthly rates ef death compensation for dependent parents but provided 
in part that: 
“* * * as to the widow, child or children, the total compensation payable under 
this paragraph shall not exceed $75. The amount of the compensation herein 
authorized shall be paid in the event the monthly payment of compensation winder 
Veterans’ Regulation Numbered 1 (g) and the monthly payment of yearly renew- 
able term, automatic, or United States Government Life (converted) Insurance 
does not aggregate or exceed the amount of compensation herein authorized.” 
[Italics supplied, new material.] 

Public No. 198, 76th Congress, enacted July 19, 1939. Section 5 provided in 
pertinent part that: 

“* * * As to the widow, child, or children, the total compensation payable 
under this section shall not exceed $83. The amount of compensation herein 
authorized shall be paid in the event the monthly payment of compensation under 


Veterans Regulation Numbered 1 (g) and the monthly payment of yearly renew- * 


able term or automatic insurance does not aggregate or exceed the amount of 
compensation herein authorized.” 

Under this provision United States Government Life (converted) Insurance 
was not to be considered in determining monthly amounts of compensation: 
also, the rate of compensation for dependent parents was not affected by the 
amount of the award to the widow and children. 

Public Law 198, T7th Congress, enacted July 30, 1941. Section 1 provided: 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pension or compensation payable to a 
dependent mother or father under any law administered by the Veterans’ Admin- 
istration shall continue during dependency whether dependency arises prior or 
subsequent to the death of the veteran on whose account the benefit is payable. 
The fact or remarriage of the mother or father shall not operatc to terminate 
such pension, provided that dependency exists notwithstanding such remarriage.” 
[Italics supplied, new material.] 

This provision of law authorized continuance of benefits to a dependent mother 
or father after remarriage. 

Public Law 242, 77th Congress, enacted August 21, 1941. Section 2 provided 
in part that: 

“The amount of compensation herein authorized shall be paid in the event the 
monthly payment of compensation under Veterans Regulation Numbered 1 (g), 
and the monthly payment of yearly renewable term or automatic insurance, 
or National Service Life Insurance does not aggregate or exceed the amount of 
compensation herein authorized: Provided, That persons entitled to pension or 
compensation on aceount of the death, disability, or service of more than one 
person, if otherwise entitled, shall be paid the increased rates provided by this 
section.” [Italics supplied, new material.] 

Under this law National Service Life Insurance in addition to yearly renew- 
able term or automatic insurance payments were taken into consideration in 
determining the monthly rates of death compensation, but payments of compen- 
sation or pension based on the death or disability of another veteran were 
excepted. 

Publie Law 667, 77th Congress, enacted July 11, 1942. Section 10 provided that: 

“Effective the first day of the month neat following the enactment of this Act, 
in no event shall monthly payments of yearly renewable term or automatic, or 
National Service Life Insurance serve to reduce amounts of compensation or 
pension otherwise payable under existing compensation or pension laws, Section 
5, Act of July 19, 1939 (38 U. S. C. 472b), as amended by section 2, Act of August 
21, 1941 (Public Law Numbered 242, Seventy-seventh Congress), is modified 
accordingly.” [Italics supplied, new material.] 

This law eliminated payments of all government insurance as a factor in 
determining monthly rates of compensation. 

Public Law 144, 78th Congress, enacted July 13, 1943. Section 15 amended 
Paragraph XIII of Veterans Regulation Numbered 10 to read as follows: 

“Not more than one award of pension, compensation, or emergency officers’ or 
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regular retirement pay, shall be made concurrently to any person based on his 
own service. The receipt of pension or compensation by a widow, child or parent 
on account of the death of any person, or receipt by any person of pension or 
compensation on account of his own service, shall not bar the payment of pension 
or compension on account of the death or disability of any other person. This 
paragraph is hereby made applicable to all laws administered by the Veterans’ 
Administration. Section 4715 of the Revised Statutes (U. 8. C, title 38, sec. 25) 
and any other laws in conflict herewith are hereby repealed or modified accord- 
ingly. [Italics supplied.] 

“Pension, compensation, or retirement pay on account of his own service shall 
not be paid while the person is in receipt of active-service pay. 

“The third proviso of paragraph 2 of section 1 of the Act of March 3, 1891 
(U. 8. C., title 38, sec. 26) ; the last proviso of paragraph 2 of section 3 of the 
Act of January 28, 1915 (U. 8. C., title 38, sec. 27) ; and any other provision of 
law or veterans regulation contrary thereto is hereby repealed or modified 
accordingly.” 

2. Administrative Issues: 

Dependency was first defined by Treasury Decision No. 17, dated February 28, 
1918, as follows: 

“For the purposes of the war-risk insurance act a person is dependent in whole 
or in part upon another when he is compelled to rely, and the relations between 
the parties are such that he has a right to rely, in whole or in part, on the other 
for support.” 

By virtue of Treasury Decision No. 17, War Risk Insurance Regulation No. 7, 
dated December 13, 1918, was issued setting forth the conditions under which 
dependency of parents was to be determined. This regulation was rescinded by 
War Risk Insurance Regulation No. 19, dated February 12, 1919, which contained 
criteria for determining dependency after the date of its promulgation. 

War Risk Insurance Regulation No. 36, dated May 1, 1919, defined dependency 
for compensation purposes, as follows: 

“1, Dependency on the person on account of whose death or disability com- 
pensation is claimed does not exist if the father or mother, or both, have an 
income sufficient to provide for their reasonable support and maintenance, in- 
cluding clothing and necessary medical treatment for themselves and members 
of the family under legal age, or of any age if mentally or physically incompetent. 

“2. Presumption of nondependency exists when the incomes received are as 
follows: 

“*‘When a mother or father has an income of more than $50 per month or if 
there be both a mother and a father living together and their combined incomes 
exceed $90 per month, with $20 per month additional allowance for each addi- 
tional member of the family under legal age, or of any age if mentally or 
physically incompetent.’ 

“3. In determining the amount of income in a given case, account shall be 
taken of the net income from property of every character owned by the mother 
or father or other members of the family under legal age. Account shall not 
be taken of the incomes of other members of the family of legal age but only 
of the actual contributions made by such members of the family. 

“4. The fact that the person on account of whose death or disability com- 
pensation is claimed has made habitual contributions to his father or mother, 
or both, is not conclusive evidence that dependency existed. 

“5. The fact that the father or mother or other member of the family is a 
beneficiary of any insurance granted under Article IV of the War Risk Insur- 
ance Act should be disregarded in determining dependency as should also the 
receipt of any donations or assistance from charitable sources.” [Italics sup- 
plied. ] 

Paragraph 5 of War Risk Insurance Regulation No. 36 was based on Treasury 
Decision No. 40, dated January 9, 1919, and provided that: 

“In determining the dependency of a mother or father claiming compensation 
under Article LII of the war risk insurance act, the fact that such claimant is a 
beneficiary of any insurance granted under Article IV of the act shall be disre- 
garded.” 

War Risk Insurance Regulation No. 36 was brought forward in the 1923 Vol- 
ume of United States Veterans Bureau Regulations as Sections 3005 to 3009, 
inclusive, and was subsequently incorporated in VA Regulation 1057 dated 
January 25, 1936, in substantially the same language, retaining the provisions 
for the exclusion of payments of insurance granted under Article IV of the 
War Risk Insurance Act and any donations or assistance from charitable 
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sources. On December 9, 1941, this provision was extended by an amendment 
to VA Regulation 1057 to exclude insurance granted under the National Service 
Life Insurance Act of 1940, pension or compensation received under the laws 
administered by the VA, benefits received under the World War Adjusted 
Compensation Act, as amended, or the Adjusted Compensation Payment Act 
of 1936, in determining dependency for compensation purposes. VA Regula- 
tion 1057 was further amended on August 1, 1944, to exclude the 6 months pay 
made to the designated beneficiary thereof pursuant to 10 U. S. C. 903, 908 (a) 
and 456; 34 U. 8. C. 943, 944 and 855e-2; and payments pursuant fo the Mus- 
tering Out Payment Act of 1944, Public No. 225, 78th Congress. The cited 
VA Regulation was further amended on August 28, 1952, to exclude payments 
of Servicemen’s Indemnity under Public Law 23, 82d Congress. 


C. Applicable laws and regulations which define the term “child” for compen- 
sation purposes 


The term “child” as defined by Section 3 of the World War Veterans Act, 1924 
included a legitimate child, child legally adopted, a stepchild, if a member of the 
man’s household and an illegitimate child but as to the father only if acknow)- 
edged in writing, signed by him or if he has been judicially ordered or decreed 
to contribute to such child's support or has been judicially decreed to be the 
putative father of such child. The term “child” was subsequently defined by 
Paragraph VI, Veterans Regulation No. 10 as amended by Section 7, Public 
No. 144, 78th Congress and VA Regulation 1042, as “a person unmarried and 
under the age of 18 years, unless prior to reaching the age of 18 years the child 
becomes or has become permanently incapable of self-support by reason of 
mental or physical defect, who is a legitimate child; a child legally adopted; 
a stepchild, if a member of the veteran’s household; an illegitimate child, but 
as to the father, only if the requirements of VA Regulation 1045 are met.” 

In accordance with the precedents established under the above cited laws and 
regulations the basis for the additional amount of compensation payable to a 
veteran who has a wife or child, is relationship, and as long as the relationship 
of husband and wife or parent and child is maintained the right to additional 
compensation continues. 

In Comptroller General’s Decision A-26583 dated September 27, 1929, one of 
the questions for consideration was whether the Veterans Bureau was author- 
ized to pay compensation to a husband and wife, both of whom were veterans, 
on account of their minor children. The Comptroller General held that while 
the basis for the additional amount of compensation payable to a veteran whic 
has a wife and/or a child may be the general assumption of dependency, the 
definitions in the statute as well as its other terms show a clear intent to grant 
the additional allowance on account of the wife and/or child solely on the basis 
of relationship regardless of the actual condition of dependency. Women 
veterans having the required service are to be considered as veterans in their 
own right, including the right to the additional allowance for a child. As the 
child may receive the benefits of disability compensation only through the 
receipt thereof by a parent, it is obvious that the statute intended that a child 
should not be deprived of benefits through either or both parents and that 
neither parent should be deprived of the additional allowance for a child. 

The laws and regulations which define the term “adopted child” for com- 
pensation purposes have also been held to apply to benefits under the Service- 
men’s Indemnity Act of 1951 (Part I, Public Law 23, 82d Congress). In this 
connection Administrator’s Decision 951, dated December 30, 1954, held that the 
legitimate child of a deceased veteran is eligible to receive indemnity benefits 
under the Servicemen’s Indemnity Act of 1951, notwithstanding the child was 
adopted by another person either before or after the death of the natural parent. 

It has also been consistently held in other precedent opinions of the Admin- 
istrator involving a relationship of stepchild, stepfather, that this relationship 
by affinity survives the termination of the marriage which created the relation- 
ship from which it arose. 
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APPENDIX K 
VA REGULATIONS 
CLAIMS—TRANS. SHEET 119 


1067. DISABILITY OF VETERAN (1) AS A DIRECT RESULT OF ARMED CONFLICT, OR 
(2) WHILE ENGAGED IN EXTRA HAZARDOUS SERVICE, INCLUDING SUCH SERVICE UNDER 
CONDITIONS SIMULATING WAR, OR (3) WHILE THE UNITED STATES IS ENGAGED IN WAR 
(PUBLIC LAWS 359, 77TH CONGRESS, 868, 80TH CONGRESS). 


(A) For an injury or disease received in active service subsequent tou March 
4, 1861, in line of duty (1) as a direct result of armed conflict, or (2) while 
engaged in extra hazardous service, including such service under conditions 
simulating war, or (3) while the United States is engaged in war, the veteran 
shall be entitled to the wartime rates provided by part I, Veterans Regulation 
No. 1 (a). . 

(B) (1) “As a direct result of armed conflict” shall mean any situation in 
which a member or members of the military or naval forces incur death, injury, 
or disease in line of duty as a direct result of the use of any instrumentality 
employed as a weapon in a war, offensive or defensive, expedition or occupation, 
battle, skirmish, raid, invasion, rebellion, insurrection, guerrilla warfare, et 
cetera. The concept “armed conflict” relates to the actual use of firearins or 
other instrumentalities of war, e. g., submarines or military aircraft, by a bel- 
ligerent nation or faction, with which the United States is not at war, under 
circumstances endangering the lives or safety of members of the United States 
forces. Thus, if a ship is torpedoed or subjected to aerial attacks by the action 
of a belligerent nation, with resultant death or disability affecting members of 
the United States forces, the death or disability is attributed to armed conflict. 
A person injured by instrumentalities of war under the control of any belliger- 
ent nation or faction, or subjected to exposure as a result of their operations, 
incurs any resultant disability as a result of armed conflict. 

(2) Clearly, the application of the foregoing definition would include death, 
injury, or disease incurred as the direct result of the bombing of the U. S. S. 
Panay, the torpedoing of the U. 8S. S. Kearney, and the sinking of the U. §. 8S. 
Reuben James. Also included would be death, injury, or disease incurred by 
personnel of the military or naval forces of the United States assigned for duty 
with the military or naval forces of another nation, such as observers, if the direct 
result of armed conflict. Similarly, within the meaning of the phrase would be 
an incident or event whereby death, disease, or injury was incurred as the direct 
result of the hostile operations of a vessel or aircraft, friendly or not frieudly 
to the United States. Death, injury, or disease will be considered as resulting 
directly from armed conflict when the primary, contributory, or proximate cause 
thereof results directly from armed conflict as defined herein. (August 9, 1946.) 

(C) “Extra hazardous service, including such service under conditions simu- 
lating war,’ comprehends service in peacetime which is more hazardous than 
normal peacetime service. This contemplates only service of which the extra 
hazard is an inherent part of the military duty. (June 9, 1950) ° 

(1) Service under conditions simulating war is extra hazardous, and other 
service will be considered extra hazardous if (a) performed under conditions 
recognized as exceptionally dangerous or (6) involving risks beyond those 
ordinarily encountered in routine peacetime duties. Examples of service recog- 
nized as falling within the first category, as being exceptionally dangerous, in- 
clude the following: While actually engaged in performance of service duty in 
aircraft, submarine, or diving operations; or dangerous testing operations of 
instrumentalities of war in differentiation from service involving their routine 
peacetime use. Every injury or disease resulting directly from or agzravated 
by these operations, from preparation for flight to the final landing, as of an 
airplane, or from the casting off to the final berthing, as of a submurine, is 
considered as incurred in extra hazardous service. Servicing the aircraft while 
the propeller revolves or loading or unloading explosives from aircraft is con- 
sidered extra hazardous. During a postwar period pending approval of treaty 
of peace or other final termination of a technical state of war, service passengers 
on service airplanes are considered as performing extra hazardous service where 
their presence on an airplane was required by service orders. Testing or demon- 
strating explosives and demolition work wtih explosives are considered extra 
hazardous. [This refers to experimental testing as in developing new weapons, 
testing of untried equipment upon ordnance proving grounds, or other work not 
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ordinarily included in routine duties. It does not apply to cases as routine 
demonstrating of ordnance equipment in connection with routine peacetime 
military duty.] Other examples are duty on convoy or patrol vessels and while 
manning guns on merchant vessels, Service falling within the second category, 
as involving risks beyond those ordinarily encountered in routine peacetime 
duties, includes among others the following: Under climatic or other conditions 
which subject the person to excessively high or low temperatures and predispose 
to disease, or upon exposure to any conditions which he would not customarily 
or ordinarly be called upon to endure in ordinary peacetime service. Individual 
actions incident to performance of service duties of exceptional risk or danger, 
as extinguishing a serious fire or conflagration, serving where explosives are 
stored in quantity, rescues at sea from drowning, or from burning buildings, 
may be considered extra hazardous, if the element of risk or danger above and 
beyond the routine of the service is clearly apparent. It is particularly to be 
noted that accidents with firearms or other instrumentalities of war on land 
or sea, unless directly traceable to the performance of duties incident to extra 
hazardous service as above outlined, are considered as involving only the routine 
risk or danger of the soldier or sailor. (October 28, 1954.) 

(2) Campaigns, expeditions, and occupations are one type of service which may 

involve armed conflict and usually contain extra hazardous service. A person 
engaged in such service and injured at drill, target practice, practice march, work 
in the barracks, tents, or shops would not generally be considered as injured in- 
cident to extra hazardous service. But, if such functions were performed under 
extra hazardous conditions due to the locality, nearness of the enemy, without 
the usual and ordinary safeguards, etc., the conditions of the law may be met. 
SIndemic diseases and diseases arising out of exposure on campaigns or ex- 
peditions may likewise be a basis of entitlement under Public Law 359. The 
diseases recognized as endemic to tropical service are amebic and bacillary 
dysentery, malariia, blackwater fever, cholera, dracontiasis, filariasis, leish- 
maniasis, including kala-azar, leprosy, loiasis, onchocerciasis, Oroya fever, pinta, 
plague, schistosomiasis, trypanosomiasis, yaws, and yellow fever. The general 
test with regard to campaigns or expenditions is: Did the injury or disease arise 
directly out of the performance, under orders, of military or naval duty peculiar 
to or advancing the purpose thereof and under circumstances more dangerous 
than in normal peacetime service. If so, the circumstances are, as a rule, extra 
hazardous. Attention is invited to R & P A-36—54, inclusive, relating to cam- 
paigns and expeditions, ete. (February 6, 1952) 

(3) The act specifies “extra hazardous service, including such service under 
conditions simulating war.” The expanding Army and Navy in 1940-41, from 
the standpoint of their training and operations, are to be regarded as under 
emergency conditions in relation to national defense in the face of threatened 
war.  f ] The haste of this organization and training, the introduction of 
new methods of combat training, the inclusion of large numbers of men who 
would not expect to serve their country under arms except in time of war are in- 
tended to be given special recognition in the act. (October 28, 1954) 

(4) Maneuvers such as those of 1940-41 and the operations of ships at sea 
during the same’ period are considered as having been performed under condi- 
tions simulating war and were extra hazardous. Performance of service duties 
in joint exercises of the Armed Forces and maneuvers at any time will be re- 
garded as extra hazardous. Participation in local field or sea exercises (com- 
mand post exercises (CPX’s) other than communications tests or training not 
involving movement of combat units and equipment, and similar or larger group 
exercises) involving battle indoctrination or familiarization with conditions to 
be encountered in actual operations against an enemy will also be held as extra 
hazardous service where disease or injury results from (a) the use of instru- 
mentalities of war, including live ammunition, or (b) conditions simulating 
the confusion, fatigue, obstacles, weapons fire, and improvisations of battle and 
frontline operations, such as infiltration courses, mine fields, wire entanglements. 
infantry-armored-artillery-engineer-tactical air team actions and fire, combined 
amphibious operations, close personal combat with the bayonet, commando-like 
tactics and operations, the traversal of difficult terrain and deep streams, or the 
spanning of rivers or chasms. Determinations will generally be made on the 
record without a further call for information upon the service departments, 
first obtaining, however, and taking into consideration investigation officer re- 
ports, administrative reports, or other documentary material usually released 
in due course on request. 
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(5) Any injury, disease, or death resulting therefrom, incurred while engaged 
in extra hazardous service, if in line of duty and not the result of some 
cause independent of the extra hazardous service, will be held within the con- 
templation of the law. 

(6) It will be seen that the innumerable combinations of circumstances which 
may exist in connection with the incurrence of death, injury, or disease clearly 
preclude a line of definite demarcation between service which is extra hazardous 
and that which is attended by what might be considered the ordinary hazards of 
peacetime service in the Armed Forces. Each claim will be adjudicated on the 
facts adduced therein, and determinations will be reached through an adequate 
understanding of the purpose to be achieved and the exercise of sound judgment. 
(February 6, 1952) 


APPENDIX L 
Starr Pran C-1 


SELEcT COMMITTEE ON Survivor BENEFITS 


1. General objective-—This staff plan is intended to provide a relatively sim- 
ple system of benefits for the survivors of deceased servicemen or of veterans 
who die from service causes. It centers the basic benefits in the Veterans’ Ad- 
ministration in accordance with the established policy for a separate, self- 
contained program for veterans and their dependents, which readily lends itself 
to adjustment from time to time for the purpose of carrying out the philosophy 
of special consideration for this group. 

2. Relationship to social security benefits —Social security coverage is not pro- 
vided, either on a contributory or noncontributory basis, for time in service under 
this plan. This avoids the necessity for a material adjustment of the veterans’ 
program which would be necessary if social security coverage, on a full con- 
tributory basis, were provided for servicemen. It also relieves the serviceman 
of the burdensome and costly requirement to contribute a substantial share of 
his cash pay to the social security fund. The subject plan accords reasonably 
adequate benefits at the expense of the Government without requiring reduc- 
tion of those benefits by reason of social security benefit payments which may 
also be available in case of death based wholly on coverage attained in civilian 
employment, this latter being regarded as something materially different from 
Government benefits which are extended in special recognition of military 
service and death due to such service. 

However, the plan would include limited protection of preservice social se- 
curity status to prevent loss thereof from lapse of time in noncovered military 
employment. It would also include a guaranteed OASI insured status covering 
death occurring within a stated period after separation from service, pending 
readjustment into covered employment. 

3. Compensation.—In line with the purpose of providing an adequate level of 
Government benefits centered in the VA, the plan would increase the rates of 
death compensation well above the existing rates. It would maintain the 
long-standing policy of uniform payments, without introducing rank, as such, 
as a factor. However, it would provide modest increments to the basic death 
rates for widows and widows with children in cases of long military service. 

This service increment is designed to recognize the special problems of career 
servicemen who may have had no prior social security coverage at all, or may 
have had such coverage greatly diluted by lapse of time in service. The serv- 
ice increment also takes account of the closer relationship between attained 
service pay and the loss sustained by the survivors where there has been 
lengthy military service. 

4. Servicemen’s indemnity.—This plan preserves the principle of the Service- 
men’s Indemnity Act as a type of protection additional to compensation. The 
monthly amount is reduced, the 10-year limitation eliminated, and a remarriage 
bar as well as certain other limitations are imposed. Thus, the policy of pro- 
viding a type of insurance is continued, giving the serviceman one part of the 
package of benefits over which he has a measure of control by selection of a 
beneficiary within a limited class, and affording him protection against the 
loss of insurability during military service. 

5. Adequacy of benefits —The total Government benefits under this plan will 
not, in typical cases, exceed the gross pay of the serviceman. They represent 
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appreciable increases in the present compensation rates, with a decrease in the 
monthly indemnity payment by placing the latter on a continuing basis and 
avoiding the sharp drop in benefits payable to the widow after the end of the 
first 10 years, which occurs under the present program. In essence this plan 
follows the accepted theory that the Government is obligated to provide, 
without cost to the serviceman or veteran, a reasonable contribution to the sup- 
port of the immediate dependents where the life of the head of the household 
has been lost in service or as a result of service. The plan is not intended to 
provide full and complete support, geared to established living standards, but 
rather is intended to afford a somewhat liberal supplement. 


SPECIFIC PROVISIONS OF STAFF PLAN C-1 
I. Death in service 


A. Death gratuity.—This would be payable at the rate of four times the month- 
ly average gross pay in each grade, subject to a maximum of $3,000, with result- 
ing rates as follows: 


E-1 and B-2_~--- sie $800 | E-7 and 0-1_.-..-----.-.----- $1, 600 
ai cers ens ve art <innareshteeierinraaiaimaanan LE EE rete bscadieen inn aemepippeiidied 2, 

nap: Fil ke i BE a LIE I lp Re EE cre eceenpet ape seen ernie Sagan anid 2, 400 
FE hc urie <segee naan eT OE oer na— ery eign mtn 2, 700 
Fh geen ainers Saeed eons 1, 400 | 0-5 to 0-8_.-...-.--~-.----..- 3, 000 


The gratuity would be payable in full to widows, children, or dependent parents. 
but to no other class of relatives. 

B. Servicemen’s Indemnity.—Payable at the rate of $50 monthly to widow, 
widower, children, parents, or dependent brothers and sisters. for 5 years and 
longer to an unremarried widow, or to children under 18 (or 21 if in school), or 
to dependent parents. Serviceman may designate within the permitted class. 
Benefit alternate to VA insurance and would be reduced proportionately ($5 per 
month) for each $1,000 of VA insurance at risk. Administered by VA. 

C, Death compensation.—Payable by VA as follows: 


Basie rates 


WO iia renee ai dhainnaiddetbins $100 | Children only—Continued 

Widow and children: Additional children, each... $30 
WC. 2 NB, Boies fami 135} Dependent parents: 
Additional children, each_... 30 5 OR nice sepiolden 75 

Children only: 2. POPOtG.i oss cnc. ane 100 
DG no iicntt eer cecbian tek 15 


In addition to the above basic rates payable in cases of widow alone or widow 
with children, there would be payable an increment of $4 per month for each 
year of extended active service prior to death of the serviceman, exclusive of 
the first 3 years. In determining dependency of parents, all other Government 
benefits, except indemnity or insurance payable on account of the same death, 
would be considered. 

D. FECA.—Benefits would be repealed for both death and disability, so that 
there would be no distinction, as at present, between benefits payable in Reserve 
cases and those payable in Regular and National Guard cases. 

B. Social security protection—No social security credits for military service. 
However, social security status at time of entry into service would be frozen, 
but the “freeze” would not affect the gap in coverage caused by the period of 
service for purposes of computing OASI retirement or death benefits. This ga) 
could be taken care of in many cases by the existing 5-year dropout, since the 
period of military service will not usually exceed 3 years. 


IT. Deaths of veterans 


A. Social security.—The veteran would carry over whatever social security 
coverage he had prior to entering service, subject to the gap for the time in serv- 
ice in computing the amount of benefits except as this might be covered by his 
general dropout privilege. In addition, the Government would guarantee an 
average monthly wage of $200 for the purposes of OASI benefits in cases of death 
occurring within 2 years after separation from active service. In the event 
compensation or pension were payable in such cases, an election would be re- 
quired which would be irrevocable. 

B. Indemnity and insurance.—The indemnity coverage would extend to deaths 
occuring within 120 days after discharge in cases in which the individual was 
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allied to extended active service for more than 30 days. The availability of 
wee jal term or other insurance to men discharged from service would be dis- 
continued, except as to those who have had their insurability impaired by serv- 
ice-connected disability. The premium waiver privilege would be continued in 
cases of continuous extended active service exceeding 30 days and for 120 days 
ifter separation from such service. 

©. Death compensation.—This would be paid for service-connected deaths after 
after separation on the same scale as provided in I (C). The service increment 
to the basic compensation rate would be computed by reference to the length of 
extended active service of the veteran at the time of his last separation from 
active service. 

1). Beneficiaries now on rolls.—They would be given the option of electing 
the compensation benefits specified in I (©) above, with the service increment 
to the hasic rate computed by reference to the length of extended active service at 
the time of separation from active service. In the event such an election were 
made and OASI benefits were payable at present or in the future, the amount 
of such benefits would be reduced by any portion thereof attributable to the $160 
free monthly wage credits based on military service. Parents desiring to take 
advantage of this option would be required to meet the new standards of de- 
pendency. Persons now on the rolls could continue to receive existing benefits, 
subject to existing standards, where this is to their advantage. The election 
would be required within a period of 1 year from date of enacting the new pro- 
“vram. 

K. Retired personnel.—They would have the rights to benefits for veterans 


as deseribed above and those rights afforded under the Uniformed Services Con- 
tingency Option Act. 


Widow alone Widow, 1 child sams | Rei ol 


. | 
Total service: 


3 Wh cers oe | $100+$50=$150 eee Sa $195+-$50 = $245 
OO esi. s4.5- 112+ 50= - 147+ 5S0= 197 177+ 50= 22 207+ 50= 257 
10 years..........-.........] 198+ 50= 1 163+ 50= 213 193+ 50= 243 223+ 50= 273 


iS years.......... "| dist Som 198 | 183+ 50= 233} 213+ 50= 263 | 243+ 50= 293 


20 years -- . 168+ 50= : 203+ 50= 233+ 50= 283 263+ 50= 313 
25 years....... : 188+ 50= 2: 223+ 50= 253+ 50= 303 283+ 50= 333 
30 years 7 4 | 243+ = 7 273+ 50= 323 303+ 50= 353 


' $75+$50=$125 
ca i a a al a lle 105+50=155 
children 2 135+50—185 
parent : 75+50-=125 

~ parents 100+50—=150 


APPENDIx M 
PropoSat C (PLAN 2) 
Survivor benefit staff proposal 


(Not ineluding contributory social security) 


VW SN i ee $150 per month. 

Widow, 1 child___________ a 

Widow, ee CRN ns ee per month. 

Widow, 3 children_______.___-_______. 295 per month (plus $30 for each addl- 
tional cone 

1 child only : _...... $125 per month. 

2 children Pvt thd $175 per month (equally divided). 

For each additional child $50 per month (i. e., $175 base plus $50 for 
the third child and all subsequent chil- 
dren, equally divided). 

1 dependent parent $125 per month. 

2 dependent parents_____-__________- $175 per month equally divided. 


Under this plan a level of survivor benefits has been established for all classes 
of beneficiaries. 





ee 
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Under this plan the Veterans’ Administration would guarantee to eligible bene- 
ficiaries the above compensation rates in total. Veterans’ Administration com- 
pensation payments would be reduced by any other survivor benefits being 
paid by the Veterans’ Administration or social security. 

Under this proposal the definition of dependency as applied to adjudication of 
dependent parents cases would be more restrictive than currently provided. 
(The restrictions in this regard can parallel those suggested in committee print 


EXAMPLES OF PRACTICAL APPLICATION OF PROPOSED PLAN 


Widow only: 

$150 per month base provided. 

$150 per month from VA until 65—after 65. 

$91 from VA; $58.90 social security—B-1. 

$68.60 from VA ; $81.40 social security —E-6 and over. 
Widow, 1 child: 

$225 per month base provided. 

$107.20 from VA; $117.80 from social security—E-1. 

$62.20 from VA; $162.80 from social security—E-6 and over. 
Widow, 2 children: 

$260 per month base provided. 

$102.90 from VA ; $157.10 from social security—E-1. 

$60 from VA ; $200 from social security —E-6 and over. 
Widow, 3 children: 

$295 per month base provided. 

$137.90 from VA}; $157.10 from social security—H-1. 

$95 from VA; $200 from social security—E-6 and over. 
1 child only: 

$125 per month base provided. 

$66.10 from VA; $58.90 from social security—E-1. 

$43.60 from VA; $81.40 from social security—E-6 and over. 
2 children: 

$175 per month base provided. 

$76.80 from VA; $98.20 from social security—E-1. 

$51.80 from VA; $123.20 from social security—E-6 and over. 
38 children : 

$225 per month base provided. 

$136.80 from VA; $98.20 from social security—E-1. 

$101.80 from VA; $123.20 from social security—E-—6 and over. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SocraL Securttry ADMINISTRATION, 
Washington, D. C., April 29, 1955. 
Hon. Porter Harpy, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. CHAIRMAN: In response to the request made by your committee 
during my testimony on April 26, I am submitting a memorandum prepared by 
Robert J. Myers, Chief Actuary, Social Security Administration, dealing with 
the costs of the proposed complete military freeze provision as against the cost 
of contributory coverage under the old-age and survivors insurance system. 

I hope that this answers the points which the various members raised. If 
there is any further information that you desire, please do not resitate to let 
me know. It was certainly a pleasure to testify before your committee, which 
has been working so conscientiously for a solution of this most difficult problem of 
the structure of survivor benefits for members and former members of the 
Armed Forces. 

Sincerely yours, 


CHar_es I. ScHoTTLAND, Commissioner. 
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MEMORANDUM 
Aprit 29, 1955. 
From: Robert J. Myers. 
Subject: Cost aspects of “Full military freeze’? provision relative to cost of 
contributory coverage of servicemen. 


This Memorandum will present cost estimates and anlyses for the “full military 
freeze” provision, especially in contrast with the corresponding data for contrib- 
utory OASI coverage of servicemen. 

Under the “full military freeze” provision, all periods of military service are 
completely “blanked out” in the determination of OASI benefits—both as to 
commutation of average monthly wage and measurement of insured status. 
This provision would be equally applicable for deaths and for retirements 
(whether in or out of service), unless it is to the beneficiary’s advantage not to 
use this provision for any part of his service. For example, the specific provi- 
sions might be to the effect that any calendar year in which the individual has 
creditable military service could be dropped out; in a few instances some of 
these years (such as the initial or final one) might increase the benefit amount 
because the individual had sizeable covered earnings in that year and, of course, 
then such years would not be dropped. This “full military freeze” provision— 
in the absence of any special provisions—would not result in payment of bene- 
fits for deaths in service where the individual was not insured at entry to service. 
Nor would this provision result in benefit payments in the case of individuals 
separated from service who do not acquire sufficient contributory OASI cover- 
age (i. e., at least 6 quarters of coverage in most cases). 

The other basis that will be discussed in this memorandum is “regular con- 
tributory coverage” under which the servicemen and the Government (as em- 
ployer) would contribute on the same basis as do employees and employers in 
private industry. Benefits would be payable in respect to individuals dying in 
service if they have at least 6 quarters of coverage acquired in military service, 
but—in the absence of a special provision—no benefits would be payable for 
servicemen who had no previous OASI coverage and who die before acquiring 6 
military quarters of coverage. Individuals who separate from military service 
after several years thereof would haye continued protection for varying lengths 
of time after leaving service even though not then engaged in covered employ- 
ment (of course, if the veteran went immediately into covered employment, his 
OASI protection would be continuous). 


MEANING OF “cost” 


Before proceeding with a discussion of the estimated costs of these provisions, 
it is desirable to consider just what is meant by “costs.” Of course, for the latter 
provision—“regular contributory coverage’’—the cost to the Government is quite 
clearly the employer contributions, which amount to about $185 million a year, 
based on the present 2 percent employer tax rate. 

On the other hand, for the “full military freeze” provision, the cost can be con- 
sidered in several ways. Moreover, even after the cost of the benefits based on 
a given year’s service is determined, it can be financed in several ways—as for 
instance, either by a lump-sum payment at the end of that year, representing the 
aggregate value of the benefits arising therefrom, or else on a basis of emerging 
costs or, in other words, as the benefits for service in that year arise (generally 
deferred many years into the future). 

One method is the so-called “excess cost’ method. Under this method, the 
General Treasury bears—either immediately or at some later date (or conceiv- 
ably even in advance )—the cost representing the excess of the individual's actual 
benefit (after consideration of whatever special military provisions are avail- 
able) over the benefit that would have been paid if there had been no such mili- 
tary provision. 

Another possible method can be termed the “proportionate cost” method. The 
general principle of the method is that the total benefit cost for any individual 
shall be subdivided such that the cost of the special military provision to be met 
by the General Treasury will be that part of the benefit cost that his military 
service bears to the total of his covered employment period plus his military 
service. For purposes of financial reimbursement, this proportion attributable 
to military service could be chargeable as the benefits are paid in future periods. 
For proper cost analysis of various proposals, however, the additional costs 
should be considered on a comparable basis by relating them to the specific year 
in which the military service occurred. Thus, there should be considered the 
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present value, as of now, of the additional benefit cost that will arise in various 
future years as a result of military service in the current calendar year. 

The cost under the “proportionate cost’’ method as just described can logically 
be expressed in still another fashion. If computed as indicated previously, it 
might be termed a “level proportionate cost.” It can be argued that account 
should be taken of the fact that covered individuals and their employers do not 
pay a level share of the cost of the benefits because the contribution schedule 
is graded from 4 percent currently for employer and employee combined to an 
ultimate figure of 8 percent. This graded schedule is equivalent to a level rate 
of about 7 percent, Accordingly, it can be argued that a “graded propportionate 
cost’”” method should be used for assessing the cost of any special provision. 
Under this modified or “graded proportionate cost” method, only four-sevenths of 
the “level proportionate cost” would be recognized currently so as to provide 
parallelism with how employers and covered individuals are financing their bene- 
fit costs. 

COMPARISON OF PLANS 


Before proceeding to the actual cost estimates, it is worth while to examine 
the relative cost aspects of the “full military freeze” provision as against the 
“régular contributory coverage” basis. So far as obtaining insured status is 
concerned, the “regular contributory coverage” basis is more effective (and 
thus more costly) since it involves positive rather than negative action. Thus, 
under this provision, military coverage alone can produce insured status, whereas 
under the “full military freeze” provision, the individual must have contributory 
OASI coverage in civilian employment in order to be insured. This factor (of 
the “full military freeze” provision having a lower cost in regard to insured 
status) is not too important because in the vast majority of the cases ex-service- 
men at the time of their eventual death or retirement will, as a result of civilian 
employment, have insured status regardless of their period of military service. 
It is true that for many individuals dying in military service, insured status 
will exist only if there is “regular contributory coverage” for servicemen, whereas 
it will not exist under the negative approach of the “full military freeze” 
provision ; this, however, from a cost standpoint, is relatively unimportant because 
so few individuals die in military service as compared with those who pass 
through and because for many of those who do die, the benefit is only the 
relatively small lump-sum death payment. 

Far more important are the effects of these two provisions upon the determi- 
nation of average monthly wage for benefit computation purposes. In this 
respect, one provision or the other can be the more favorable depending upon 
the circumstances. The “full military freeze’ provision can be viewed for pur- 
poses of determining average monthly wage as actually giving wage credits for 
the period of military service in the amount of the average wage during the rest 
of the individual’s potential working lifetime. Thus, if the individual’s average 
civilian earnings are higher than his deemed military earnings under the “regular 
contributory coverage” basis, then the “full military freeze” provision will 
result in larger benefits upon his eventual death or retirement (and thus higher 
costs). On the other hand, if his military wages credited under the “regular 
contributory coverage” basis are higher than his average earnings in civilian 
covered employment, then the “regular contributory coverage” basis will provide 
larger benefits and be more costly than the “full military freeze” provision. 

In the aggregate, the average credited military wage under the “regular 
contributory coverage” basis will be slightly in excess of $250 per month, whicli 
also is approximately the average covered earnings of fulltime male workers. 
Accordingly, in balance, for the great majority of individuals who enter military 
service and survive it, and who become insured regardless of any military 
coverage provisions, the additional amount of benefits payable will be roughly 
the same under either the “full military freeze” provision or under the “regular 
contributory coverage” basis (although both of these will produce larger benefits 
than if no special military provisions are in effect). Thus, the principal cost 
difference between the two alternative methods is in regard to the existence 
or nonexistence of insured status for the relatively small number of individuals 
dying in service or dying shortly after leaving service. If special provisions are 
added to the “full military freeze” basis to take into account either or both of 
these situations, then, of course, the protection afforded more closely approaches 
that of the “regular contributory coverage” basis, and thus the costs likewise 
approach each other. 
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ILLUSTRATIVE EXAMPLES 


These methods and their cost aspects can perhaps best be understood by sev- 
eral examples. First, consider an individual who is in military service from 
age 18 through age 21 (4 full years) and who then goes to school for 5 years 
and thereafter engages in civilian covered employment at a level monthly wage 
of $250 until age 65. Under the “regular contributory coverage” provision, 
assume that his monthly deemed remuneration in military services averages 
$225. His 5-year dropout is used for the period of school attendance. He can 
also drop out the period of military service since it occurred before age 22 so 
that his monthly benefit at age 65 is based on the full $250 wage or, in other 
words, is $88.50 a month, regardless of whether the “full military freeze” pro- 
vision or the “regular contributor coverage” basis were in effect (or for that 
matter whether any military coverage provision at all were in effect) ; under 
the “regular contributory coverage” basis, the military earnings would be dropped 
out since they are before age 22, and their inclusion would reduce the average 
monthly wage. 

Accordingly, under the “excess cost’ method there would be no cost involved 
for the “full military freeze provision” (the “regular contributory coverage” base 
would, of course, presumably involve the payment of employer and employee 
contributions currently). Under the “proportionate cost” method, on a “group- 
insurance sharing” principle, cost would be involved for the “full military freeze” 
provision. Thus, the individual has 4 years of military service and 38 years of 
OASI civilian coverage; omitting his 5 years of noncoverage after age 21, while 
in school. Accordingly 4/42 of his benefit would be considered as chargeable to 
military service—8.43 of the $88.50 benefit. Under the “graded proportionate 
cost” method—while the contribution rate is 4 percent—the cost would be 4/7 
of this amount, of $4.82 a month. 

Next, consider the same individual except that he is in military service from 
age 20 through age 23. Only 2 years of the military service can be dropped out 
under the “age 22 dropout” so that his monthly benefit at age 65 would not— 
in the absence of any military coverage provision—-be based on the full $250 
earnings in civilian covered employment. Under the “full military freeze pro- 
vision, his average wage would, of course, be $250—entitling him to a monthly 
benefit of $88.50. Under the “regular contributory coverage” basis, his benefit 
would be $88.10 a month, based on an average wage of $248 (2 years at $225 a 
month and 36 years at $250 a month). In the absence of either of these provi- 
sions, his benefit would be $85.70 based on an average wage of $236 (2 years at 
zero earnings and 36 years at $250). Under the “excess cost” method, the Gen- 
eral Treasury would be charged with $2.80 a month under the “full military 
freeze” provision. Under the “proportionate cost” basis, the General Treasury 
would be charged with 4/40 or 1/10 of his benefit (based on 4 years of military 
service and 36 years of civilian service) ; this would amount to $8.85 a month. 
For service rendered currently and in the near future while the tax rate is 4 
percent, the “graded proportionate cost” method would result in the previous 
figure being reduced to $5.06—well in excess of that arising under the “excess 
cost” method. 

The above illustrations show how the additional benefits and costs involved 
under the “full military freeze” and “regular contributory coverage” bases would 
emerge for several illustrative cases. As indicated previously, in some instances 
the “full military freeze” basis would be more costly to the General Treasury. 
while in other cases the reverse would be true, although in the aggregate the 
“regular contributory coverage” basis would be somewhat more costly. Alsc 
illustrated is the very considerable difference as to whether the “eost” is meas- 
ured on an “excess” or a “proportionate” basis. 


PRESENTATION OF COST ESTIMATES 


When the “regular contributory coverage” basis is used, it seems reasonable 
that the cost thereof would be met by paying the regular contributions at the 
time the service is rendered rather than by either the “excess cost” or “propor- 
tionate cost” basis. The main problem therefore arises in measuring cost for 
ihe “full military freeze” provision. Not only is there the choice of the “excess 
cost,” “proportionate cost,” or “graded proportionate cost” methods, but also 
there is the question as to when these costs should be met. Thus, they could be 
met either in the long distant future as the additional benefits arise, or they 
could be met by immediate lump-sum payments from the General Treasury 
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based on actuarial estimates determined as of the year the service is rendered. 
In actual practice, it might be deemed better for the General Treasury to make 
the payments as the benefits actually arise, but for comparative purposes (espe- 
cially with proposals to have “regular contributory coverage” with contributions 
paid at the time the service is rendered) it is better to consider the present value 
for each year’s service of the addifional benefits arising in the future from such 
service. These calculations, of course, take into account the interest earnings 
which would be received by the trust fund on such sums payable into the trust 
fund now, with the benefits based thereon not coming due until many years hence. 

The various actuarial cost calculations are based on an assumed strength of 
3.2 million. Data as to separation rates have been obtained from military data 
on the basis of which roughly 800,000 persons separate from service each year, 
with somewhat more than half of these occurring in the first 3 years of service. 
Somewhat less than 1 percent of the separations occur because of death in service. 
In the absence of any special military coverage provisions, somewhat less than 
20 percent of the deaths would be insured under OASI. On the other hand, if 
there were a “full military freeze” provision, this proportion would be about 
40 to 45 percent. 

Of those who separate from service, about 95 percent will be insured under 
OASI at their subsequent death or retirement (this figure will be little affected 
whether or not there is a “full military freeze” provision, which will primarily 
have the effect of increasing benefits slightly in most cases). For persons who 
separate from service in a given year, about 45 percent of their military service 
eceurs before age 22 (such service in general being subject to “dropout” under 
OASI without being charged to the “4 or 5-year dropout’). Among persons 
separating after only 1 period of enlistment, about 75 to 80 percent of their 
military service occurs before the year in which they become age 22. 

As to the “regular contributory coverage” basis, the cost to the General 
Treasury as employer is about $185 million a year on the basis of the present 
contribution rate. The servicemen will contribute a like amount, making a total 
cost of $370 million. 

As to the “full military freeze” provision, account is taken of the deaths in 
military service where insured status will not exist and, also, the fact that an 
estimated 5 percent of those who separate from service will not subsequently 
become insured on the basis of civilian employment. Under the “excess cost” 
method, the present value (at 21%4 percent interest) of the additional benefits that 
will arise in the future in respect to military service in a given calendar year 
amounts to about $160 million. As indicated previously, these additional benefits 
will be payable many years in the future, with most of such benefits being from 
40 to 50 years hence, when the ex-servicemen are aged 65 and over. The actual 
additional amounts payable will be somewhat above this figure since the “‘present 
value” basis discounts them at interest; in other words, if the “present value” 
were available now, it would be augmented by interest earnings so as to meet 
the somewhat larger amount of benefits arising many years hence. It should 
be noted that this figure of $160 million applies equally to all future years 
(assuming that military strength remains unchanged) and does not vary with 
the scheduled contribution rates. 

Under the “graded proportionate cost’? method, which in reality is most nearly 
comparable to the “group-insurance sharing” principle, the cost to the General 
Treasury for the “full military freeze” provision amounts to $350 million a year 
on the basis of the present contribution rate. Assuming no change in strength, 
this figure would stay fixed for each calendar year until the scheduled tax rate 
rises, at which time the $350 million “cost” would rise in proportion (just as 
would the contributions under the “regular ¢antributory coverage” basis). It 
may be observed that the cost of the “full military freeze” provision under the 
“graded proportionate cost” method is only slightly lower than the total cost 
to the Government and the servicemen of the “regular contributory coverage” 
basis. The reason for this has been indicated at some length in the previous 
discussion—namely, that with the exception of the relatively small number of 
individuals dying in service or shortly after leaving service, there is relatively 
little difference between these two bases. 

Finally, it may be pointed out that the cost of continuing the present $160 
wage credits (but without any offset for payment of other Federal benefits) is 
about $290 million a year under the ‘“‘graded proportionate cost’? method for each 
near-future year’s military service and about $155 million a year under the 
“excess cost” method, 

Rosert J. MYeErs. 
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Comparative costs of various proposals 


[All figures in millions] 
Provision : 








Regular contributory coverage: Cost 
Neen a iieeetedal a a ee $185 
a 185 

TN a hte cae asian Seal ae 

Full military freeze: 

Cee ee Tenn Tee ne ee nn nc cence ne epsaieioc <neacubaneuneen 160 
“Graded proportionate cost” method__-_-_______-_--_____-_________ 350 

Continuation of $160 wage credits: 

I a . eustetrtapn-eloveeicnenmn 155 
“Graded proportionate cost” method_______--_-_-_---_-_-_-- 290 
APPENDIx O 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, May 10, £955. 
Hon. Porter HARpY, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives. 


DeaR Mr. CHAIRMAN: With reference to the request of your committee during 
the testimony of Maj. Gen. M. J. Lee, USAF, on April 27, 1955, the following 
information is respectfully submitted : 

(a) Question: Are Air Force personnel unable to procure life-insurance 
policies at standard rates? 

Answer: No feasible method has been found to secure specific information 
as to the numbers of Air Force personnel who have been unable to obtain com- 
mercial insurance at standard rates. A copy of a memorandum submitted by 
the Department of Defense to the House Armed Services Committee with respect 
to special premium rates charged rated personnel is enclosed (enclosure 1). 
Information contained therein reflects the current higher premium rates which 
are charged under the circumstances outlined during peacetime. During periods 
of war or actual hostilities, it is normally impossible for military personnel to 
purchase any insurance from commercial sources. 

(b) Question: What has been the effect of the modified reenlistment bonus 
enacted during the last session of Congress on the Air Force reenlistment rate? 

Answer: It is difficult to accurately gage the effect of the reenlistment bonus 
on the Air Force reenlistment rate as experienced thus far in fiscal year 1955. 
No true basis of comparison exists because during fiscal year 1955 the large 
number of Korea enlistees, many of whom were not necessarily career motivated, 
began to reach the end of their first enlistment. No comparable group of airmen 
have been eligible to reenlist prior to fiscal year 1955. However, intentions 
of airmen eligible to reenlist in fiscal year 1955 taken in sample surveys during 
calendar year 1955 and before enactment of the reenlistment bonus indicated 
that only 17 percent would reenlist. Through February 1955 the actual reenlist- 
ment rate of airmen separated since July 1954 is 22 percent. This indicates 
that the fiscal year 1955 reenlistment rate has been increased by 5 percent and 
this increase can undoubtedly be partially attributed to the reenlistment bonus. 

(c) Question: Has there been any demonstrable result of the effect of the 
recently enacted Career Incentive Act on the resignation rates of Regular 
officers? 

Answer: The resignation rate of Regular Air Force officers for the last 15 
months is enclosed (enclosure 2). It cannot be unequivocally stated that the 
lower resignation rates of the first 3 months of the calendar year 1955 have 
resulted from the anticipated enactment of the Career Incentive Act. However, 
the fact that the lower resignation rate coincides with the period during which 
the Congress was actively considering that legislation indicates that such may 
be the case. 

I trust that the above information will serve the purposes of your request. 

Sincerely yours, 
Joe W. KELLY, 
Major General, USAF, 
Director, Legislative Liaison. 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
MANPOWER AND PERSONNEL 


Washington 25, D. C. 
JANUARY 31, 1955. 

The following information is submitted in response to a verbal request fron, 
Mr. John R. Blandford, counsel of the House Armed Services Committee, tu: 
Lt. Col. A. W. Stephens, USAF, Staff Director, Career Incentive Task Force: 

Question: What difficulties confront young pilots in purchasing commercial 
life insurance? How much in extra premiums must flying officers pay in order 
to secure commercial life insurance? 

Answer: 1. All commercial life insurance companies either charge an addition- 
al premium rate for insurance on military flying personnel or exclude payment 
if death results from military aviation. This applies only to personnel receiving 
flying pay at the time of application for insurance, or to those thought likely to 
begin receiving flying pay in the near future. Nonflying personnel are not 
charged an additional premium even though they may fly occasionally, nor is 
there any exclusion for death from military flying. 

2. As a matter of information, the extra premium rates charged by 10 of the 
leading life insurance companies have been collected and are listed below. These 
have been obtained from Mr. Ralph McNair, administrative assistant, Life Insur- 
ance Association of America, 1701 K Street NW., telephone ST 3-6450. The 
rates are per $1,000 of insurance per year, and are in addition to the basic 
premium rate for the particular kind of policy at the age of the applicant. 
Monthly premium rates are determined usually by multiplying the annual rate 
by 1.04 and dividing the result by 12. The maximum amount of insurance that 
the company will accept on an individual flyer is shown also. There is nothing 
to prevent an individual from obtaining insurance in more than one company, 
however. 


Under 800 Over 800 Makimum 
































Company Age | flyinghours | flying hours | insurance 
} i } 
a .| Under 25- ng ne ce | Exclude | Exclude $10, 000 
| 25 to'20_...._. b- 2ek. SLSR 52 Exclude Exclude 10, 000 
| ODMR OW isis: 252 teied- ropes ais ss) Exclude | 1 $5.75 | 10, 000 
Mid i | eR ere ar eee Exclude Exclude () 
Pee ey peters aren sity Exclude | 11.30 (2) 
oben Cee 2s. Od, Sie SU, Cais Exclude | 5. 65 @) 
Cs. Bi ee eee eee ne ee ee ee $28.15 14. 10 | 10, 000 
BS FE ee eee ee ee ee eer 28.15 14.10 10, 000 
[RE Ghee? >< canes = iene Jee ena 28.15 5. 65 15, 000 
Op aie eG. 202 522 Re Ts A 28.15 | 5.65 25,090 
D 3h eet 96s. 6 els hee dey ean hi wig | 25.00 | 17.00 10, 000 
Be inn chk dak Set eiiet Spin Wie Mraiice a kate een of 17.00 | 11.75 10, 000 
SN ON pcre rn pan see ear enn net sas eer e @) §.75 | | 10, 000 
E. een $0i 3 ssc Fet- BLE. ea i Exclude | Exclude @) 
On I hint a hid toenail nablon’ Exclude | 11. 50 | fs 
| 30 and over........--.--_- adi carnthanedaasal 5.75 | 0) 
F. | Under 25...........___- cf 28.15 | ) 
SORA ae er ae ee ee 14.10 () 
BORG: WORE sh <prbind done 255s 5. 65 () 
G | Under 25.........-..-.. 11.30 | 10, 000 
| 25 to 9... -- =. een e eee none 11.30 10, 000 
30 and over. 5. 65 10, 000 
Other ¢ | 
H | Under 25. Spiiciadidioad aaeaetinae eases $28. 30 $11. 32 10, 000 
| 25 to 20. ET eee Seer eet) 5 ey 14.15 11-32 | 10, 000 
| Sram Over. 15 Creat. ak). sh 5.65 | 5. 65 | 10, 000 
' ‘Sa e-b ee ae ere oa | 
Exclude, under | 
506 hours. 
hours or over— } 
a Under 06. 2 OES Pe Bae. ky ae ab oe 10, 000 
} 26 to: 29..... 2. i SR OO oe ob 2308s - 38 10, 000 
, 30 and over Re Reve: iesiaibiins 10, 000 
Pabskeksehe OF capes oneness () 
1 Captain or above. 2 No information. 3 None quoted. 


4 Below major, $10,000; above major, more unless about to go overseas. 
§ Exclude under 300 hours regardless of age. 300-800 hours, $23.60 Ist year, $11.30 subsequent years, all 


ages. 
6 Regardless of flying hours. 
7 Rates range from $7.50 to $23 depending on type of plane usually flown. Not dependent on age or flying 
time. 
§ Below major, $10,000; major and above, $15,000. 
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Note.—Figures and statistics as developed and utilized for Career Incentive Act, February 1955. 
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Resignations of regular Air Force officers by month 
{For the period Jan. 1, 1954 to Mar. 31, 1955, inclusive] 











Year and month Number Year and month Number 
1954— Jan@earye 33 | 1954—September_______....____ 44 
Peeeeeny 20 NS tills 5 tpn ssc cieoeeeeaiinl 22 
DG es 19 November________--_____ 22 
Micelle sealant cnctoniheaicivetnil 16 I isis ciciccicsonci nines 36 
Rh 28 | 1955—January_._.._..._.__.___ 13 
i ict oss sei 30 a crate coteosniaeceabbiacs 17 
Ii 633027 2. oc 29 ee ee 9 
ye Sha apa albeit" 2s 31 
APPENDIx P 
Percentage of married personnel by grade, by service 
OFFICERS 
Grade Army Navy ! Air Force ? 
Oe ete cee %” 7.5 
0-6o eS rit heeded 99 98 97.5 
ie i Ss Eee Cae 6 8 97.9 
0-4, cohapieenee es Cen ue Sot dacoes ceeesens 96 96 96.0 
0-8. cee ene iA -356b-2: 92 87 94.1 
OR. iccciinisiss eM elas a es cit caagann 74 48 74.2 
0-1. ae ae e nnd se ae eae 45 24 | 4.9 
i 
WARRANT OFFICERS 
iin aah ie uel a 58 = 
WA con eneeceeneeeeeeeceeeeenceneneneeeeteeeies avons | 100 | | 92.4 
Waa ete tee eet ete oe e 8 | 1 98.5 
Wek rire cesdosssccucce+sss- dips ih I Sip ctidaiinsel 85 | 6.7 
} 


‘*Assumes all personnel with dependents are 


married. 
2}Figures on general officers are actual. Figures on other officers are projections based on sample surveys. 
’ Based on current experience factors. 


‘ Not available. 
ENLISTED PERSONNEL 
E-7_. xe : nest gst eeied 87 89.3 94.2 9.9 
| IR SSS Se rl 77.6 87.5 73.6 
| eb 0 TE I cc hc le 58 52.0 68.6 | 70.3 
Te 38 | 33.7 50. 4 | 46.4 
a oa as ie te Aa Cee a 31 | 27.3 35.7 | 18.0 
RE ieee cinta ct ivieckdiccabeees Zi | 14.2 | 24.4 | 8.2 
Wa a 25 | 5.3 | 15.7 49 


i 
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CHART Q-1 


RUNYAN ea te a DS 


Nag aa a 





1. THE AMOUNT OF INDIVIDUAL PAYMENTS 
2. WHO IS ELIGIBLE TO RECEIVE THEM 
3. WHEN THEY ARE ACTUALLY PAID 


UNDER EXISTING LAW AND PLAN “A” THERE 
ARE SEVERAL DIFFERENT KINDS OF PAYMENTS 
PR SS Baath a eso a 
PAM See mia ela LaLa 
3. MONTHLY ANNUITIES DEPENDENT ON LIFE 
CONTINGENCIES DEATH COMPENSATION 





CHART Q-2 


THESE BASIC ASSUMPTIONS WERE USED IN COMPUTATION 
OF SURVIVOR BENEFITS COSTS 


STATISTICAL 
(From Table 32, Kaplan Committee Report 
Adjusted to 2,850,000 Strength) 
1. Number and Distribution of Active Duty Deaths. 
2. Number and Distribution of Surviving Widows 
and Children. 


ACTUARIAL 


1. Mortality - 1937 Standard Annuity Table 
2. Remarriage - The Revised American Remarriage Table 
3. Interest - 242% 


OPERATIONAL 


1. Average Ages of Survivors based on Pay Grade 
and Family Composition. 

2. Number and Distribution of Dependent Parents 
under the Varying Definitions of Dependency. 
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APPENDIX Q-4 


Predicated upon the assumption that 6,135 deaths will oecur each year, 4,516 wil! 
be in the rank of E-6 or below (active strength, 2,850,000) 


Number of Number of 

Rank: deaths | Rank: deaths 
ideale dencsincs naa andi giieisbe billeedanieae 452 Wink iniic nine niece: GOD 
De ccetii it Bie essre wocisiemniaehaaan ca pice wssictibcinnstiakoeatrlacenichaaaelion 893 
E-3 = enquenesenepenaseses arenes ees eapasases: —— 1, 144 ——— 


6 ptr emetic — DERE nine newegg 4, 616 
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APPENDIX Q-6 


Average years of widowhood due to death of veteran 


—— ———— ——————§_ | ———_ — | Ss | | | 


Average years of widowhood for those 
WE SINT... <n nccianercosenuen 6.04 | 6.39 
Of each hundred of the same age on 
the average the following will re- 


6.48 | 6.40 | 6.11 














IN. 3 int ceaghactas pon cewcnciomion 70.4 | 55.2 | 40.4 | 27.7 | 181 | 11.8 7.4 5.1 3.9 
Of each hundred of the same age on 
the average the following will re- | 
nine WRONG 66.55... cakok ineedabene 29.6 | 44.8 | 59.6 | 72.3 | 81.9 | 88.2 | 926 | O49 | 96.1 
The life expectancy at the various | 
OGD. Hh csecanc- <scacachecvaeieed 61.18 | 46.53 | 41.91 | 37.38 | 33.0 | 28.78 | 24.78 | 20.02 | 17.55 
! ! ! ! 





APPENDIX Q-7 
MEMORANDUM FOR Mr. Cargison, Harpy SeLect CoMMITTEE ON Survivor BENEFITS 


Subject: Assumptions for cost computations for current law and plan A. 


The method of computing costs was the application of annuity and expectation 
factors according to certain mortality, remarriage, and interest assumptions, as 
appropriate, to aggregate benefit amounts for each grade. Mortality rates were 
taken from the 1937 Standard Annuity Table, remarriage rates from the Revised 
American Remarriage Table, and the interest rate assumed was 2% percent. 

The various benefits per individual in any pay grade are determined by the 
applicable provision of law or the proposed plan. The remaining element to be 
determined is the number and distribution of the cohort of survivors produced 
each year by the active duty deaths. These survivors fall into three main cate- 
gories : widows, children, and dependent parents. 

The number of widows and children falling into the survivor category in each 
grade each year was determined from table 32 of the Kaplan committee report 
(pt. IL), which is set forth in enclosure No. 1. For the purpose of applying 
factors it was necessary to assign average ages to the survivors in each grade. 
This was done by the use of enclosure No. 2, which is an adaptation of a study 
made for a previous proposal. The fact that benefits for Reserves are different 
from those for Regulars under current laws necessitated a further breakdown 
which was accomplished by the use of the table appended to table 30 of the 
Kaplan committee report (pt. II). This table is given as enclosure No. 3. 

In the case of dependent parents the problem became more complex. There 
Was no data available in analytical form as to the number of parent survivors 
nor as to the proportion who would meet the dependency requirement. The 
approach adopted was a rough analysis of the compensation rolls of the VA as 
revealed in the fiscal 1953 annual report. It was assumed that these data would 
reflect the results of the application of current dependency criteria by that agency. 
The attempt to reconcile these data was to assume that primary parent bene- 
ficiaries would arise from 85 percent of the deaths where the deceased service- 
man was not married according to the table set forth in enclosure No. 1, and that 
37.5 percent of the total cases would involve 2 parents. This distribution is 
shown in enclosure No. 4, along with the assumed average ages necessary for 
application of actuarial factors. 

In addition to the above primary beneficiaries there would also be a class of 
secondary parent beneficiaries (i. e., where there was a widow or a child also 
collecting benefits). The assumption used was that the number of these bene- 
ficiaries would aggregate 20.4 percent of the number of primary beneficiaries, to 
be distributed in the same proportions as the latter. 

A further assumption was made for the effect of the new and much more strin- 
gent dependency requirements contemplated by the proposal. This was that 
the number of eligible dependents, in the aggregate, would be 20 percent of the 
number currently eligible. 

A further note on procedure is probably appropriate. Enclosures 1 through 
4 are all based on an assumed strength of 3 million, while the cost figures relate 
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to a strength of 2,850,000. This adjustment was accomplished by pro rating 
aggregate functions since basic factors involving numbers had been developed 
in advance of the determination of the latter strength figure. For a similar 
reason, the percentage adjustments for secondary parent beneficiaries under cur- 
rent law and for all dependent parents under the proposal were performed in 
the aggregate. 

It should be noted that the figures for dependent parents were determined 
by the use of a fixed formula in connection with known quantities. This pro- 
cedure does not imply that the results are any less arbitrary; it was used merely 
as a device to reproduce assumed aggregate relationships which were arbitrary 
in themselves. The only merit which this approach may have is that the same 
crudities apply to both systems and the better approach would naturally be the 
making of a statistical survey. 

This background should serve to indicate that the reliability of the cost data 
with respect to widows’ and children’s benefits is probably very good within the 
limitations of the technique, while those for parents are probably less accurate. 

Sincerely, 
E. W. GRENFELL, 
Rear Admiral, United States Navy, Chairman, Inter-Service Committee 
for Coordinating Actions on the Proposed Uniformed Services Survivor 
Benefits Biil. 


TABLE 32.—Actual 1948 service deaths blown up to 3,600,000 strength with 
dependency distribution as of 1950 


| } 
Total Not Widow | Widow, 1 | Widow, 2 | Widow, 3 
deaths married | only child | children | children 
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Deaths assumed to be distributed between Regulars and Reservists 


Regular Reserve 





Percent Percent 
I oi coines chuunnoncessdae unica es iennae ie ades cana: eae deed 100 |. 
wee oe did sd ELS. LV AE EU EE. « bd nab tibdadathl 95 i 
Ort G6 GO... oii ic ciasiss -pecmead. tie i aes tb -Bisseiet. Bosh 30 70 
entre deinen guia ven= dtu 0 xp spemmeeiiean eeaakintninas enaeeiesimetiennen” tat oeelts cedeeie 93 7 
Oe BT WME x Fc Saou bg bode dete erienae enna mate aedneusetanenae kaa soe OR 2 


Primary parent beneficiaries, by pay grade—Current 


























| } | 
Average eed Average 
1 parent 2 parents ane 1 parent | 2 parents pS 
B-t.. lke 268 | 172 | sxc 19 | 12 | " 
ARs! ices 675 | 405 | 44 |} O-Bios. sendin 68 | 40 5 
Rtn gear earin RE 674 | 405 4B} O-8--- san eens 27 16 53 
eo 370 | 222 | at C4 6 | 3 | 50 
— S eeeeseroreras: 145 | 87 | Beer WPA, Seka; ado skal 4 | 2 65 
eases 61 | 36 | RS mks <a eae 7 
ae ed 34 | 21 | Ae TR i a aide teen ae 
Wai. i | 1 5 || 0-8... pS OIE aaa 
* eaepnamnaes: 1 1 | 55 {ceemtinene) ——— 
I Beas oh aes 59 Total........_ 2,376| 1,428 |-- 
WR eee Pho | 63 | 
j | i 
CHART Q-8 


ASI COSTS INCLUDE RETIREMENT AS WELL AS SURVIVOR COSTS 
AND THEREFORE MUST BE TREATED SEPARATELY 


STRENGTH 2,850,000 
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APPENDIX R 


STATEMENT OF CHARLES E. LOFGREN, NATIONAL SECRETARY OF THE FLEET RESERVE 
ASSOCIATION 


Mr. Chairman and gentlemen, my name is Charles E. Lofgren. I am national 
secretary of the Fleet Reserve Association. This is a service organization whose 
membership is composed of enlisted men and temporary officers of the Navy and 
Marine Corps, active, fleet reserve, and retired. 

I speak for the career men of those sevices who are members of the Fleet 
Reserve Association. 

The Fleet Reserve Association supports, in general, that portion of the Kaplan 
Committee report dealing with survivor benefits for members of the armed serv- 
ices. 

It is willing to leave to the fair judgment of the Select Committee on Survivor 
Benefits. the job of coordinating the views presented by the representatives of 
the various Federal agencies, and others, with the Kaplan Committee report, and 
trusts that the committee may come up with an acceptable plan whereby equity 
and justice may be meted out to survivors of service personnel which will be fair 
both to the Government and to the surviving dependents. 

The Fleet Reserve Association appreciates the invitation which has been ex- 
tended to present any views or comments to more effectively meet the survivor 
benefits needs of our Armed Forces and former Armed Forces personnel. 

I desire to take my alloted time to bring to the attention of this committee 
what I consider a deplorable situation confronting some of the widows and 
orphan children of deceased service personnel, that in my humble opinion is 
most deserving of consideration by this committee. 

At yesterday’s hearings I listened to the testimony of Mr. Guy H. Birdsall 
of the Veterans’ Administration. Mr. Birdsall stated in effect that since the 
Veterans’ Administration is charged with the disbursement, by the same token 
it should have the right to make determination as to entitlement. 

I have no argument on that score for I well realize the need for a central 
agency to assemble all documents to establish proof of claimant’s status toward 
the serviceman, but I do not believe that any agency of the Government admin- 
istering survivor benefits should be permitted to overrule the respective depart- 
ment of the Armed Forees on a determination the service department itself has 
made eoncerning (1) line of duty or misconduct determination as to cause of 
death; (2) military status of the serviceman at time of death; or (3) date of 
death. 

Such overruling determinations are currently being made, not only by the 
Veterans’ Administration but also by the Department of Health, Education, 
and Welfare, and I shall develop this point as I go along. 

In the Navy Department, certificates of honorable service, signed by the 
Secretary of the Navy, are issued to the next of kin of those who die on active 
duty. Accolades signed by the President of the United States are issued to the 
next of kin of those who die in battle. It is comforting to the surviving depend- 
ent to receive such a beautiful engraved accolade or certificate of honorable 
service bearing the personal signature of so high an official as the President or 
the-Seeretary of the Navy, testifying as to the supreme sacrifice made by the 
serviceman in defense of his country. But can you visualize the utter despair 
that confronts the widow, dependent mother, or orphan child a few months 
later when the Veterans’ Administration—or the Department of Health, Educa- 
tion, and Welfare—denies the claim for death compensation or social security 
benefits on the grounds that: 

(1) Death resulted from the serviceman’s own misconduct ; or that arbitrarily, 
and notwithstanding the determination made by the service in which he so faith- 
fully served his Government— 

(2) That he was not in the active service at time of death, or 

(3) That the administering agency did not recognize the date of death as 
certified by the Department. 

Illustrative of these three conditions: In all cases of violent deaths the Navy 
conducts a court of inquiry, board of investigation, or board of inquest, inquiring 
inte the circumstances that lead to the serviceman’s death. This report is re- 
viewed by the Judge Advocate General of the Navy, who makes a legal deter- 
nination as to whether or not the man died not the result of his own misconduct. 

If the determination is not misconduct, the Navy pays his next of kin the 
f months’ death gratuity. In adjudicating claim for death compensation, the 
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Veterans’ Administration calls on the Navy for the proceedings of the inquest, 
and a claim adjudicator, or an attorney, goes over the gruesome details and 
decides that the Navy's determination of “not misconduct” was wrong. 

Picture the confusion and mental anguish of the bereaved family, to hold in one 
hand a certificate of honorable service from the branch of the service in which 
the man served, and in the other hand a denial of death compensation based on 
the independent determination of another agency of that same Government. 

It just doesn’t make sense. 

Turning now to the second illustration—military status of the serviceman at 
time of death. 

A serviceman, Caiquep, Arsenio, XC4138264, reported for active duty October 
18, 1940. Carried by the Navy in a missing status on the fall of Corregidor 
May 6, 1942. Reported to have been a member of the death march Bataan to 
Capaz. Reported to have been confined in the Japanese prison at Capaz, Tarlac, 
Philippines. Under the Missing Persons Act the widow received active duty 
pay from date missing in action, May 6, 1942, through June 25, 1945, and the 
6 months’ death gratuity. Upon reoccupation of the Philippines by United States 
forces it was found that the serviceman actually died on August 3, 1944, reported 
to me to have been the direct result of disease and suffering incident to mal- 
treatment on the death march and at the Japanese concentration prison. 

From what I gather, this serviceman was released from the Japanese prison 
eame along with numerous others captured at Corregidor for political reasons to 
cement a better feeling between the Filipino people and their Japanese con- 
querors. But never having been separated from active duty he was still “United 
State Navy active” as evidenced by the fact that the Navy paid his surviving 
oe the pay due him through the time he was determined dead—June 25, 

How inconsiderate can an agency of this great Government be? Claim for 
death compensation was denied. On appeal, from which there is no further 
appeal or legal redress, the Board of Veterans Appeals stated: “For purposes of 
laws administered by the Veterans’ Administration, the active naval service of 
this veteran terminated May 6, 1942,” and the appeal was denied. 

Beyond that point the widow has no remedy, as decisions of the Veterans’ 
Administration are final, and no court has jurisdiction, except on Veterans’ 
Administration insurance contracts. 

I feel deeply over such a miscarriage of justice, and if a court had jurisdiction, 
which it does not, I don’t believe any court in the land would uphold the decision 
of the Veterans’ Administration in this and similar cases, 

I hope you gentlemen will agree with my feelings in the matter on such a 
typical case. The tragic part here is that the Veterans’ Administration at first 
did allow death compensation based on the report of the Navy, from June 26, 
1945, through August 31, 1953, then withdrew the award and are now demand- 
ing the return from this distressed widow of an overpayment of $6,648.33. I 
wonder where she is going to get it. 

Lastly, how an agency of the Government can arbitrarily rule that a serv- 
iceman died on a date other than as certified by the service department is really 
ene for the book. Here I cite the typical case of Antonio Medenilla, Social 
Security Account 575-36—0601, case No. F 598-599, Department of Health, Edu- 
eation, and Welfare. He was on active duty in the Navy at the outbreak of 
World War II at Corregidor, and carried by the Navy as such from June 12, 
1941, until December 12, 1945, the date on which his death was presumed to have 
ceccurred. 

The widow was paid active duty pay through December 12, 1945, plus the 
6 months’ death gratuity. The widow filed claim for social security benefits for 
herself as mother and for a minor child. . 

The Department of Health, Education, and Welfare denied her claim, and 
following the administrative procedure set forth in the Social Security Act, 
she requested a hearing before a referee of the Social Security Administration. 

The widow represented that she had received conflicting accounts as to her 
husband’s whereabouts for part of the time when he was in a missing status, 
and if he survived the fall of Corregidor and the death march, he may have died 
unaccounted for. 

Be that as it may, officially he was a member of the United States Navy on 
active duty until declared dead officially under the Missing Persons Act. 

There attaches no comfort to the widow in not knowing what happened to her 
husband and the father of her minor son, who apparently died gloriously 
in the defense of the United States as a naturalized American citizen, and there 
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is no grave where she can pay silent tribute to his memory. Is it any wonder 
why these poor people are bitter at the treatment accorded them by a pre- 
sumably grateful Government when the referee of the Social Security Adminis- 
tration “believes, however, that in the case of a serviceman reported ‘missing in 
action,’ the presumptive date of death is the date when the serviceman was 
missing in action,” and accordingly ruled that the wage earner died on May 
6, 1942? Remember Corregidor. 

This widow’s sole recourse under the law was to exhaust all administrative 
procedures by next requesting review of the referee’s decision by the Appeals 
Board, and then, if denied, to enter suit in the United-States District Court 
nearest to residence, in this case, probably Honolulu, T. H. 

These unfortunate widows in a faraway land, as well as those here in the 
United States, do not understand this complicated procedure, nor do they have 
the wherewithal to engage the services of an attorney to battle for what should 
rightfully come to them without court litigation. Time limits having long since 
expired, they have no further remedy at law. 

This concludes the factual and typical cases of the points I have developed, 
and I sincerely trust that this select committee may find it advisable to include 
in its report to the Congress a specific recommendation that agencies admin- 
istering survivor benefits for Armed Forces personnel shall be required to follow 
the official determinations of the department in which the serviceman served, 
covering line of duty determinations, military status at time of deaths, and 
dates of deaths, and that this be made retroactive to December 7, 1941, the date 
on which the United States entered World War II. 

I thank you all. 


APPENDIx S 


STATEMENT OF THE AMERICAN Lire CONVENTION AND THE Lire INSURANCE 
ASSOCIATION OF AMERICA 


This statement relates to the study of survivor benefits for Armed Forces and 
former Armed Forces personnel which is being made by the House Select Com- 
mittee on Survivor Benefits and supplements the earlier statement filed with 
the committee on November 19, 1954, during prior hearings. It is filed on behalf 
of the American Life Convention and the Life Insurance Association of America, 
2 life insurance company associations having a combined membership of 252 
companies representing approximately 98 percent of the legal reserve life 
insurance in force in the United States. We appreciate this further opportunity 
to present our views. 

Since the earlier hearings, specific proposals have been prepared and circu- 
lated by your committee. We should like to discuss the principles involved in 
these proposals. First, however, we should like to repeat briefly a general 
principle outlined in our earlier statement (a copy of which is attached): The 
overall level of benefits for survivors of deceased servicemen should not exceed 
reasonable limits; and there should remain an area of incentive for a service- 
man to provide supplemental protection for his dependents through a personal 
insurance and savings program. 

We should now like to set forth and discuss eight specific principles which 
we believe to be applicable in the field of military survivor benefits. 


A. FEDERAL OLD-AGE AND SURVIVORS INSURANCE 


1. Full OASI coverage should be provided for all service personnel. Provisions 
for immediate OASI insured status—or its equivalent—iwwould also be 
desirable 


The Federal OASI system is intended as a nationwide program furnishing 
a basic floor of retirement and survivorship protection for all gainfully occupied 
persons. The system functions best—and anomalies are fewest—if coverage is as 
nearly universal as possible. Most military personnel, at one time or another 
in their lives, will engage in civilian employment or self-employment, and con- 
sequently need continuity of OASI protection. For these reasons, military per- 
sonnel should have full coverage while in service. Service personnel would 
accordingly pay the regular OASI employee taxes, based on their service pay, and 
the Government would pay the regular OASI employer taxes. Such full OASI 
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coverage would be in replacement of the gratuitous OASI wage credits of $160 
a month now provided for service personnel on a temporary and restricted 
basis. 

A further step would be to provide immediate protection for all persons upon 
entrance into military service. The immediate nature of the potential hazard to 
which servicemen may be subjected would justify such a step. This objective 
eould be accomplished by actually giving such persons immediate status under 
OASI with a specified average monthly wage, in which event the Government 
should reimburse the Federal OASI trust fund for the extra benefit payments 
resulting. As an alternative to immediate insured status under OASI, the equiva- 
lent of the benefits which would result thereby could be provided as a temporary 
addition to the regular VA death compensation; until protection is achieved 
under OASI. 


B, SOLDIERS’ INDEMNITY 


2. A portion of the aggregate death benefits for service personnel should continue 
to be based on the indemnity principle. However, as a part of a comprehen- 
sive revision of existing legislation, some curtailment of the present soldier’ s 
indemnity would be reasonable 


Since the enactment of Public Law 23, 82d Congress, national policy has recog- 
nized that—apart from compensation to the dependents of a deceased service- 
man—the Government owes an indemnity to an appropriate beneficiary by reason 
of the loss of the serviceman’s life, whether or not the beneficiary was in fact 
dependent on the serviceman. To eliminate completely the indemnity principle 
from military survivors’ benefits would be a break with this policy. However, 
reasonable curtailment of the present provisions for a $10,000 indemnity (payable 
in monthly installments, and subject to offset against Government insurance) 
might be desirable as a part of a plan providing more appropriately and more 
adequately for the actual dependents who survive deceased servicemen. 


Cc. VA DEATH COMPENSATION 


3. The provisions for VA death compensation should give appropriate recognition 
to differences in service pay. However, a reasonable marimum on the pay 
to be taken into account would be desirable 


Under the death-benefit programs applying to employees of most civilian 
employers, benefit amounts vary in reasonable relationship to the previous income 
level of the employee. Benefits geared to the previous income level tend to equal- 
ize proportionately the downward adjustments to be made by surviving depend- 
ents in their living standards in case of the employee’s untimely death. 

The same principle of gearing survivor benefits to the previous level of pay 
should be introduced into VA death compensation. Under this principle, survivor 
benefits would be expressed, not as flat amounts, but as appropriate percentazes 
of service pay. However, to avoid excessive benefits in some cases, a reasonable 
ceiling on the service pay to be taken into account should be established. 


4. VA death compensation for parents should be provided only in case of actual 
dependency. Legislative provisions spelling out appropriate tests for 
parents’ dependency would be desirable 

Point 2 above recognizes that a portion of the aggregate death benefits for 
service personnel should be based on the indemnity principle. However, the 
portion of the aggregate benefits represented by VA death compensation is and 
should be based on a dependency principle. This principle cails for benefits to be 
based on presumptive dependency in the cases of widows and minor children, 
whose dependency may be presumed, and to be conditioned on a showing of 
actual dependency in the case of parents, whose dependency cannot normally be 
presumed. 

Under existing law governing VA death compensation, the dependency principle 
is somewhat blurred as it applies to parents. Kevisions are needed to the end 
that parents’ benefits would be provided only if dependency did in fact exist at 
the time of the serviceman’s death. In determining the existence of parents’ 
dependency, it would be helpful if the legislation clearly spelled out practical 
criteria to be applied. 
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D. FEDERAL EMPLOYEES COMPENSATION ACT 


5. Survivor benefits for reservists in military service should not differ from 
survivor benefits for regular members of the Armed Forces. To achieve 
equality of treatment for survivors, VA death eompensation should replace 
Federal Employees Compensation Act benefits for reservists 


It is anomalous for the survivor-benefit provisions applying to reservists in 
military service to differ from the provisions applying to members of the regular 
forces. The Government’s obligation to the survivors is the same when a man 
loses his life in service, regardless of whether he was a regular or a reservist, 
and the surviving dependents are likely to be equally in need of benefits. Hence, 
equality of treatment for survivors is called for. 

Equality of treatment for survivors can best be achieved by developing a 
fair and reasonable pattern of survivor benefits for Regulars, and then by apply- 
ing the same pattern to reservists. This approach would call for the termina- 
tion of the present coverage of reservists under the Federal Employees 
Compensation Act. 

E. GOVERNMENT INSURANCE 


6. Upon termination of military service, the right of purchasing Government 
insurance should be granted only to persons with health impairments 


Here we quote from our earlier statement: “In general, survivorship benefits 
in the case of servicemen should terminate upon the termination of service, the 
practice followed in most civilian employer plans. The Government should not 
provide coverage for a discharged serviceman whose insurability has not been 
impaired while in the service; to do so is to place the Government in direct 
competition with private insurance companies which are in a position to meet 
all of the insurance requirements of these men. It is recognized that the serv- 
iceman who has suffered physical impairment with a consequent loss of insura- 
bility should be offered insurance by the Government without penalty for 
the impairment insured.” 


F. NON-SERVICE-CONNECTED DEATHS 


7. Veterans now eligible for non-service-connected death benefits should retain 
such eligibility. However, non-service-connected death benefits should not 
he provided for veterans not now eligible for them 


For the future, full OASI coverage for all members of the Armed Forces should 
eliminate such individval cases of need as may have given rise to the existing 
legislation providing non-Service-connected death benefits. Consequently, the 
existing legislation should not be made applicable to veterans now outside its 
purview. 

G. IN GENERAL 


8. New legislation for military survivors benefits should seek to achieve a 
marimum possible simplification and integration 


At present, five separate programs providing military survivors benefits are 
in operation, each with an underpinning of separate administratite machinery. 
In some instances duplicating records are maintained, while seemingly inconsist- 
ent benefit decisions may be made in some cases. 

A major aim in recasting the existing, rather chaotic provisions should be 
to achieve maximum possible simplification and integration. The number of 
programs should be reduced in accordance with the foregoing points, and even 
further reduction may be possible in the separate sets of administrative machin- 
ery. Duplicating records should be avoided so far as feasible, and administrative 
coordination and liaison fully provided for. 


CONCLUSION 


With a number of separate benefit programs for the survivors of military 
personnel remaining in operation, it seems likely that the aggregate of benefits 
will be excessive in some cases, despite every effort to integrate the separate 
programs. Consequently, it seems clearly desirable that a reasonable ceiling 
be established on the aggregate of benefits that may be payable. 

Rasieally, there should remain an area of incentive for a serviceman to 
provide supplemental protection for his dependents through a personal insurance 
and savings program. This is true of similar benefits available to employees of 
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civilian employers under existing welfare programs, and the principle would 
appear to be equally valid when applied to Federal benefit programs. In this 
connection, life insurance for servicemen is available during peacetime and 
even in time of war is available with respect to normal hazards as distinguished 
from abnormal wartime hazards. 

Again, we appreciate this opportunity to present our views and to assure 
your committee of our wish to cooperate in this matter in every way possible. 





APPENDIx T 
[H. R. ——, 84th Cong., 1st Sess., Committee Print No. 8, Preliminary Draft, June 3, 1955) 


A BILL To provide benefits for the survivors of members and former members of the 
uniformed services, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SHORT TITLE AND DEFINITIONS 


SHORT TITLE 


Sec. 101. This Act, divided into titles and sections according to the following 
table of contents, maybe cited as the “Uniformed Services Survivor Benefits Act”, 
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DEFINITIONS 


Sec. 102. For the purposes of this Act— 

(1) “Member of a uniformed service” means a person appointed, enlisted, 
or inducted in a component of the Army, Navy, Air Force, Marine Corps, Coast 
Guard, Coast and Geodetic Survey, or Public Health Service, or in one of 
those services without specification of component, and any person serving 
in the Army or Air Force under call or conscription, including a person who 
is a member of the federally recognized National Guard or Air National 
Guard of the several States and Territories, and the District of Columbia. 
The term includes— 

(A) a retired member of any of those services ; 

(B) a member of the Fleet Reserve or Fleet Marine Corps Reserve ; 

(C) a cadet at the United States Military Academy, a midshipman at 
the United States Naval Academy, and a cadet at the United States 
Coast Guard Academy or United States Air Force Academy ; 

(D) a member of the Reserve Officers’ Training Corps, the Naval 
Reserve Officers’ Training Corps, or the Air Force Reserve Officers’ Train- 
ing Corps, when ordered to annual training duty for fourteen days or 
more, and while performing authorized travel to and from that duty ; and 

(E) any person while en route to or from, or at, a place for final 
acceptance or for entry upon active duty in the military or naval 
service— 

(i) who has been provisionally accepted for such duty; or 
(ii) who, under the Universal Military Training and Service Act, 
has been selected for active military or naval service; 
and has been ordered or directed to proceed to such place. 

(2) “Reserve component of a uniformed service” means— 

(A) The National Guard of the United States; 

(B) The Army Reserve; 

(C) The Naval Reserve; 

(D) The Marine Corps Reserve; 

(E) The Air National Guard of the United States; 

(F) The Air Force Reserve; 

(G) The Coast Guard Reserve; 

(H) The Reserve Corps of the Public Health Service ; 

(1) The federally recognized National Guard or Air National Guard 
of the several States and Territories, and the District of Columbia. 

(3) “Active duty” means (A) full-time duty performed by a member of a 
uniformed service in the active military or naval service, other than active 
duty for training, (By) full-time duty as a commissioned officer in the Coast 
and Geodetic Survey, or the Regular or Reserve Corps of the Public Health 
Service, (C) service as a cadet at the United States Military, Air Force, or 
Coast Guard Academy, or as a midshipman at the United States Naval 
Academy, and (D) authorized travel to and from such duty or service. The 
term also includes service performed by any person described in paragraph 
(1) (E) while en route to or from, or at a place for final acceptance or entry 
upon active duty in the military or naval service. 

(4) “Active duty for training’ means (A) full-time duty performed by a 
member of a uniformed service in the active military or naval service of 
the United States for training purposes, (B) full-time duty as a com- 
missioned officer in the Reserve Corps of the Public Health Service for 
training purposes, (C) training and duty referred to in section 714 (b) of 
the Armed Forces Reserve Act of 1952, (D) annual training duty performed 
for a period of fourteen days or more by a member of the Reserve Officers’ 
Training Corps, the Naval Reserve Officers’ Training Corps, or the Air 
Force Reserve Officers’ Training Corps, and (E) authorized travel to and 
from such duty. 

(5) “Inactive duty training” means any of the training, instruction, duty, 
appropriate duties, or equivalent training, instruction, duty, appropriate 
duties, or hazardous duty, performed with or without compensation by 
a member of a reserve component of a uniformed service, prescribed 
by the appropriate Secretary pursuant to section 501 of the Career Com- 
pensation Act of 1949 or any other provision of law, and in addition 
thereto includes the performance of special additional duties, authorized 
by competent authority, by a member of a reserve component of a uni- 
formed service on a voluntary basis in connection with the prescribed 
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training or maintenance activities of the unit to which he is assigned, 
including the inactive-duty training referred to in section 714 (c) of 
the Armed Forces Reserve Act of 1952. The term includes travel to and 
from any of these duties in a vehicle or aircraft of the United States, but 
does not include either work or study performed by a member of a reserve 
component of a uniformed service in connection with correspondence courses 
of the Army, Navy, Air Force, Marine Corps, Coast Guard, or Public Health 
Service or attendance at an educational institution in an imactive status 
under the sponsorship of the Army, Navy, Air Force, Marine Corps, Coast 
Guard, or Public Health Service. 

(6) “Widow”, “child”, and “parent” each have the meanings which they 
have when used in paragraph IV of part I or paragraph IIL of part Il of 
Veterans Regulation Numbered 1 (a) as applicable. 

(7) “Secretary concerned” means— 

(A) The Secretary of the Army with respect to the Army; 

(B) The Secretary of the Navy with respect to the Navy and Marine 
Corps ; 

(C) The Secretary of the Air Force with respect to the Air Force; 

(D) The Secretary of the Treasury with respect to the Coast Guard; 

(E) The Secretary of Commerce with respect to the Coast and Geo- 
detic Survey ; and 

(F) The Secretary of Health, Education, and Welfare with respect 
to the Public Health Service. 

(8) (A) “Basie pay” means the monthly pay prescribed by section 201 
(a), 201 (e), 201 (f), or 508 of the Career Compensation Act of 1949, as 
may be appropriate, for a member of a uniformed service on active duty. 

(B) The pay received by members of the Reserve Officers’ Training Corps, 
the Naval Reserve Officers’ Training Corps, and the Air Force Reserve 
Officers’ Training Corps during periods of annual training duty of fourteen 
days or more shall be considered to be “basic pay,” and the pay grade of 
such members shall be the pay grade to which such pay is related. 

(9) (A) With respect to a deceased member or former member of a 
uniformed service, the term “basic pay” means the basic pay (as defined in 
paragraph (8)) prescribed on January 1, 1956, or on the date of his death, 
whichever is the later date, for a member of a uniformed service on active 
duty of the same rank (with the same cumulative years of service for 
purposes of pay) as that of the deceased member of a uniformed service on 
the date of his death, or of the deceased former member of a uniformed 
service on the date of his most recent discharge or release from active 
service. Whenever the basic pay prescribed by section 201 (a), 201 (e), 
201 (f), or 508 of the Career Compensation Act is increased or decreased 
subsequent to such later date, basic pay with respect to such deceased mem- 
bers or former members of a uniformed service shall increase or decrease 
accordingly. 

(B) With respect to a deceased person who is not a member or former 
member of a uniformed service, but who had a compensable status on the 
date of his death under laws administered by the Veterans’ Administration, 
the head of the department under which such person performed the services 
by which he obtained a compensable status shall determine a pay grade 
for such person under section 201 (a) of the Career Compensation Act of 
1949, as amended, and a rate of pay within that pay grade (taking into 
consideration his duties, responsibilities, and years of service). His “basic 
pay” shall be that prescribed under such section 201 (a) for the pay grade 
and rate of pay so determined. Whenever the basic pay prescribed by such 
section 201 (a) is increased or decreased subsequent to such later date, the 
basic pay of such deceased persons shall increase or decrease according]; 
For the purposes of title IT of this Act only, such persons shall be deemed 
to have been on active duty during the period of service by which they 
obtained a compensable status. 

(C) Persons described in paragraph (1) (E) shall be deemed to be entitled 
to the basic pay grade which they would receive upon final acceptance or 
entry upon active duty in the military or naval service. 

(D) The Secretary of Defense shall at the request of the Administrator 
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certify to him the rank or grade and cumulative years of service for pay 
purposes held by deceased persons with respect to whose deaths applications 
for benefits are filed under title II of this Act. The certification of the 
Secretary of Defense shall be binding upon the Administrator. 

(10) “Administrator” means the Administrator of Veterans’ Affairs. 


TITLE II—DEPENDENCY AND INDEMNITY COMPENSATION 


DEATHS ENTITLING BENEFICIARIES TO DEPENDENCY AND INDEMNITY COMPENSATION 


Sec. 201. When any person dies on or after January 1, 1956— 
(1) from disease or injury incurred or aggravated in line of duty while 
on active duty or active duty for training ; 
(2) from injury incurred or aggravated in line of duty while on inactive 
duty training; or 
(3) from a disability compensable under laws administered by the Vet- 
erans’ Administration, 
the Administrator shall pay dependency and indemnity compensation under this 
title to his widow, children, and parents upon application therefor. 


DEPENDENCY AND INDEMNITY COMPENSATION TO A WIDOW 


Sec. 202. (a) Dependency and indemnity compensation shall be paid under 
this title to a widow at a monthly rate equal to $100 plus 15 per centum of the 
basic pay of her deceased husband, with the total amount increased to the near- 
est dollar. 

(b) The dependency and indemnity compensation payable monthly under this 
title to a widow with more than one child of the deceased person, where such 
person’s average monthly wage as determined under title II of the Social Se 
curity Act is less than $135, shall be increased by $20 for each such child in ex- 
cess of one. 


DEPENDENCY AND INDEMNITY COMPENSATION TO CHILDREN 


Sec. 208. (a) Whenever there is no widow of a deceased person entitled to 
dependency and indemnity compensation under this title, dependency and in- 
demnity compensation shall be paid under this title to the children of the de- 
ceased person at the following rates: 

(1) One child, $70 per month. 

(2) Two children, $100 per month. 

(3) Three children, $130 per month. 

(4) More than three children, $130 per month, plus $25 per month for 
each child in excess of three. 

(b) Dependency and indemnity compensation shall be paid to children in 
equal shares. 

(c) In the case of a child who, while under eighteen years of age, became 
permanently incapable of self-support, and to whom dependency and indemnity 
compensation is payable monthly under subsection (a), but who is not eligible 
for benefits under section 202 (d) of the Social Security Act solely by reason 
of having attained the age of eighteen, such dependency and indemnity compen- 
sation shall be increased by an amount (as determined by the Secretary of 
Health, Education, and Welfare and certified to the Administrator) equal to the 
benefit to which such child would be entitled under such section 202 (d) if he 
had not attained such age (reduced by the amount of any increase in the aggre- 
gate benefits payable to the other children of the deceased person under such 
section 202 (d) as a result of the attainment by him of such age), assuming for 
purposes of determining such benefit that all of the other children of the de- 
ceased person are entitled to benefits under such section 202 (d). 


DEPENDENCY AND INDEMNITY COMPENSATION TO PARENTS 


Sec. 204. (a) Dependency and indemnity compensation shall be paid monthly 
under this title to parents of a deceased person in the amounts prescribed by this 
section. 

(b) Where there is only one parent, dependency and indemnity compensation 
shall be paid at a monthly rate equal to the amount under column II of the fol- 
lowing table opposite the total annual income of the parent as shown in col- 
umn I: 
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pcre tlie eaaenisaa 
| Column I Column II | 


| More Equal to or 
than— but less than— 


$600 $75 

$600 | $850 $60 
$850 $1, 100 $45 
$1, 100 $1, 350 $30 
$1, 350 $1, 600 $15 


$1, 600 | Avatiiebel | No amount payable 





(c) In any case in which parents are not living together, dependency and in- 
demnity compensation for each shall be paid at a monthly rate equal to the 
amount under column II of the following table opposite the total annual income of 
each as shown in column I: 





Column I 


Total annual income 


More Equal to or 
than— but less than— 

| 

} 

$600 $50 

| $600 $850 $40 

| $850 | $1, 100 $30 

$1, 100 $1, 350 $20 

$1, 350 $1, 600 $10 

$1, 600 La (ere sk No amount payable 


(d) In any case in which parents are living together, their dependency and 
indemnity compensation shall be paid at a monthly rate equal to the amount un- 
der column II of the following table opposite their total combined annual income 
as shown in column I: 





Column I Column II 











| Total combined annual income 
More Equal to or 
than— but less than— 
$800 $100 

$800 $1, 150 $80 
$1, 150 $1, 500 $60 
$1, 500 $1, 850 $40 

$1, 850 $2, 200 $20 


92;200 22h ingoeie- No amount payable 
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(e) The Administrator shall require as a condition of granting or continuing 
dependency and indemnity compensation to a parent that such parent file each 
year with him (on the form prescribed by him) a report showing the total income 
which such parent expects to receive in that year and the total income which 
such parent received in the preceding year. 

(f) If the Administrator ascertains that there have been overpayments to a 
parent under this section, he shall deduct such overpayments from any future 
payments made to him under this section. 

(g) In determining income under this section, all payments of any kind or 
from any source shall be included, except— 

(1) payments of the six-months’ death gratuity; 

(2) donations from public or private relief or welfare organizations ; 

(3) payments under this section; and 

(4) payments of death compensation under any other law administered 
by the Veterans’ Administration. 


DEPENDENCY AND INDEMNITY COMPENSATION IN CASES OF PRIOR DEATHS 


Seo. 205. (a) Any person who on January 1, 1956, would be eligible for de- 
pendency and indemnity compensation under section 201 by reason of the death 
of another person but for the fact that such death occurred before that date, 
may receive dependency and indemnity compensation under this title upon 
application therefor. 

(b) (1) Whenever the widow of a deceased person is granted dependency 
and indemnity compensation by reason of this section, payments to her and te 
the children of the deceased person shall thereafter be made under this title, 
and shall not thereafter be made to them by reason of such death under (A) any 
other law administered by the Veterans’ Administration providing for the pay- 
ment of compensation or pension, or (B) the Federal Employees’ Compensation 
Act. 

(2) Whenever the child or parent of any deceased person is granted depend- 
ency and indemnity compensation by reason of this section, payments shall not 
thereafter be made to such child or parent by reason of such death under (A) 
any other law administered by the Veterans’ Administration providing for the 
payment of compensation or pension or (B) the Federal Employees’ Compensa- 
tion Act. 

(c) If there is more than one child of a deceased person eligible to apply for 
benefits under subsection (a), the application must be made by, or on behalf of, 
all. 

(d) If there are two parents of a deceased person eligible to apply for benefits 
under subsection (a), the application must be made by, or on behalf of, both. 

(e) (1) No person who on January 1, 1956, is a principal or contingent bene- 
ficiary of any payments under the Servicemen’s Indemnity Act of 1951 may 
receive any such payments after he has been granted benefits under this section. 
No beneficiary who assigns his interest in payments under the Servicemen’s 
Indemnity Act of 1951 after June 1, 1955, may receive any payments under this 
title until the expiration of ten years after the date of the death entitling him 
to such payments. 

(2) Where a principal beneficiary is barred from the receipt of payments 
under the Servicemen’s Indemnity Act of 1951 by virtue of paragraph (1), ne 
payments of the portion of indemnity in which such principal beneficiary had 
an interest shall be made to any beneficiary of lesser priority than such principal 
beneficiary. Where a contingent beneficiary would be entitled to receive pay- 
ments under the Servicemen’s Indemnity Act of 1951 but for paragraph (1), ne 
payments of the portion of indemnity in which such contingent beneficiary had 
an interest shall be made to any beneficiary of equal or lesser priority than such 
contingent beneficiary. 


DETERMINATIONS BY THE VETERANS’ ADMINISTRATION 


Sec. 206. The standards and criteria for determining incurrence or aggrava- 
tion of a disease or injury in line of duty under this title shall be those appli- 
cable under disability compensation laws administered by the Veterans’ Ad- 
ministration. ‘ 








742 SERVICEMEN’S AND VETERANS’ SURVIVORS’ BENEFITS ACT 


DUPLICATION OF BENEFITS 

































Src. 207. No person eligible for benefits under this title by reason of any death 
occurring on or after January 1, 1956, shall be eligible by reason of such death 
(1) for death compensation or death pension under any other law administered 
by the Veterans’ Administration, or (2) for any payments under the Federal 
Employees’ Compensation Act. 


ADMINISTRATIVE PROVISIONS 


Sec. 208. (a) Payments of benefits under this title under any application filed 
within one year after the date of death of a deceased person shall begin as of 
the date of death of the deceased person, and in all other cases shall begin as 
of the date the application is filed. 

(b) Where payments to a widow are terminated under this title, payments 
to the children of the deceased person shall be made (1) as if there were no 
widow, and (2) without the necessity of an application being filed by or on 
behalf of the children. 

(c) Discontinuance of payments under this title to a widow because of her 
remarriage or death shall be effective on the day next preceding the date of 
remarriage, or upon the date of her death. 

(d) Discontinuance of payments under this title to a child because the child 
dies or ceases to be within the definition of such term shall be effective on the 
day the child ceases to be a “child” as so defined or upon the date of death, as 
may be appropriate. 

(e) Forfeiture of benefits under this title shall be effective as of the date 
such benefits first became payable to the person forfeiting such benefits. 

(f) Remarriage of a widow shall bar her from being eligible for dependency 
and indemnity compensation under this title, and where such compensation has 
been properly discontinued under this subsection it may not thereafter be 
recommenced. 

(g) No dependency and indemnity compensation shall be paid to a widow 
under this title unless she continuously cohabited with her deceased husband 
from the date of marriage to the date of death, except where there was a 
separation which was due to the misconduct of or procured by her deceased 
hushand without fault on her part. 

(h) There shall be no recovery of overpayments under this title from any 
person who, in the judgment of the Administrator, is without fault on his 
part if, in the judgment of the Administrator, such a recovery would defeat 
the purpose of. the benefits payable under this title or would be against equity 
and good conscience. No disbursing or certifying officer shall be held liable for 
any amount paid to any person where the recovery of such amount from the 
payee is waived under this subsection. 

(i) The provisions of Veterans’ Regulation Numbered 11 shall apply with 
respect to claims for dependency and indemnity compensation. 

(j) Notwithstanding subsection (a), payment of benefits under this title 
by reason of any application filed under section 205 on or before July 1, 1956, 
shall become effective as of January 1, 1956; otherwise, payment shall become 
effective as of the date the application is filed, but in no event earlier than 
January 1, 1956. 

(k) Dependency and indemnity compensation shall not be paid under this 
title to the widow, children, or parents of any deceased person unless the deceased 
person (1) was discharged or released frcm the service under conditions other 
than dishonorable, or (2) died while on active duty, active-duty training, or 
inactive-duty training. 


EXEMPTION FROM TAXATION AND CLAIMS OF CREDITORS 


SEc, 210. Payments of dependency and indemnity compensation due or tv 
become due under this title shall not be assignable, shall be exempt from taxa- 
tion, shall be exempt from the claims of creditors (including any claim of the 
United States), and shall not be subject to attachment, levy, or seizure by or 
under any legal or equitable process whatever, either before or after receipt by 
the payee. 
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TITLE I1l—DEATH GRATUITY 
DEATH GRATUITY 


Sec. 301. (a) Except as provided in section 308 (a), the Secretary concerned 
shall have a death gratuity paid immediately upon official notification of the 
death of a member of a uniformed service under his jurisdiction who dies 
while on active duty, active-duty training, or inactive-duty training. 

(b) The death gratuity shall equal six months’ basic pay (plus special and 
incentive pays) at the rate to which the deceased member of a uniformed service 
was entitled on the date of his death; but shall not be less than $800 nor more 
than $3,000. 

(c) The death gratuity shall be paid to or for the living survivor or survivors 
of the deceased member of a uniformed service first listed below : 

(1) His spouse. 


(2) His children (without regard to their age or marital status) in equal 
shares. 

(3) His brothers or sisters (including those of the half blood and those through 
adoption), or parents, when designated by him. 

(4) His parents in equal shares, 

(5) His brothers and sisters (including those of the half blood and those 
through adoption), in equal shares. : 

(d) If a survivor dies before he receives the amount to which he is entitled 
under this section, such amount shall be paid to the then living survivor or 
survivors first listed under subsection (c). 


IMMEDIATE PAYMENT OF DEATH GRATUITY 


Svc. 362. In order that payments under this title may be made immediately, 
the Seeretary concerned (1) shall authorize the commanding officers of military 
or naval commands, installations, or districts, in which survivors of deceased 
members of the Army, Navy, Air Force, Marine Corps, or Coast Guard are 
residing, to determine the survivors eligible to receive the death gratuity, and 
(2) shall authorize the disbursing or certifying officer of each such command, 
installation, or district to make the payment to the survivors so determined, 
or certify the payments due to such survivors, as May be appropriate. 


ADMINISTRATIVE PROVISIONS 


Sec. 303. (a) No payment shall be made under this title if the deceased member 
of a uniformed service suffered death as a result of lawful punishment for crime 
or for a military or naval offense, except when death was so inflicted by any 
hostile force with which the Armed Forces of the United States have engaged 
in armed conflict. 

(b) No certifying or disbursing officer shall be liable for any amounts erro- 
neously paid or overpaid under this title, in the absence of fraud, gross negli- 
cence, or criminality on his part. 

(c) The Secretary concerned may waive the recovery of any such erroneous 
payments or overpayments when such recovery would be against equity and good 
conscience, 

(d) All determinations made by the Secretary concerned under this title shall 
be final and conclusive upon all accounting officers of the Government. 

(e) Payments under this title shall be made from appropriations available 
for the pay of members of the uniformed service concerned. 

(f) A member of a reserve component of a uniformed service who performs 
active duty, active duty for training, or inactive duty training, without pay, 
shall, for the purposes of this title only, be considered as having been entitled to 
basic pay while performing such duties. In the case of a member of a reserve 
component of a uniformed service who suffers disability while on active duty, 
active duty for training, or inactive duty training, and is placed in a pay status 
While he is receiving hospitalization or medical care (including outpatient care) 
for such disability, he shall be deemed, for the purposes of this title, to continue 
on active duty, active duty for training, or inactive duty training, as the case 
nay be, for so long as he remains in a pay status. 

(g) For purposes of this title, a man or woman shall be considered to be the 
spouse of a member of a uniformed service if legally married to the member of 
« uniformed service at the time of the member's death. 
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TITLE IV—OLD-AGE AND SURVIVORS INSURANCE 


Part A—PROVISIONS RELATING To TITLE II of THE Soctar Securiry Aor 
DEFINITION OF WAGES 


Sec. 401. Section 209 of the Social Security Act is amended by adding at the 
end thereof the following new parapraph: 

“For purposes of this title, in the case of an individual performing service, 
as a member of a uniformed service, to which the provisions of section 210 (m) 
(1) are applicable, the term ‘wages’ includes only such individual’s basie pay 
as defined in section 102 (8) of the Uniformed Services Survivor Benefits Act.” 


DEFINITION OF EMPLOYMENT 


Sec. 402. (a) (1) Section 210 of the Social Security Act is amended by adding 
at the end thereof the following new subsections: 


“Service in the Uniformed Services 


“(m) (1) The term ‘employment’ shall, notwithstanding the provisions of 
subsection (a) of this section,, include service performed by an individual as a 
member of a uniformed service on active duty; but such term shall not include 
uny such service which is performed while on leave without pay. 

“(2) The term ‘active duty’ means ‘active duty’ as defined in section 102 of 
the Uniformed Services Survivor Benefits Act, except that it shall also include 
‘active duty for training’ as defined in such section. 

“(3) The term ‘inactive duty training’ means ‘inactive duty training’ as de- 
fined in such section 102. 


“Member of a Uniformed Service 


“(n) The term ‘member of a uniformed service’ means any person appointed, 
enlisted, or inducted in a component of the Army, Navy, Air Force, Marine 
Corps, Coast Guard, Coast and Geodetic Survey, or Public Health Service, or in 
one of those services without specification of component, and any person serving 
in the Army or Air Force under call or conscription, including a person who is 
a member of the federally recognized National Guard or Air National Guard 
of the several States and Territories, and the District of Columbia. The term 
ineludes— 

“(1) a retired member of any of those services; 

“(2) a member of the Fleet Reserve or Fleet Marine Corps Reserve; 

(3) a cadet at the United States Military Academy, a midshipman at 
the United States Academy, and a cadet at the United States Coast Guard 
Academy or United States Air Force Academy ; 

(4) a member of the Reserve Officers’ Training Corps, the Naval Reserve 
Officers’ Training Corps, or the Air Force Reserve Officers’ Training Corps, 
when ordered to annual training duty for fourteen days or more, and while 
performing authorized travel to and from that duty; and 

“(5) any person while en route to or from, or at, a place for final ac- 
ceptance or for entry upon active duty in the military or naval service— 

‘*(A) who has been provisionally accepted for such duty; or 
“(B) who, under the Universal Military Training and Service Act, 
has been selected for active militray or naval service; 
and has been ordered or directed to proceed to such place.” 

(2) The first sentence of section 205 (p) (1) of such Act is amended by in- 
sertin “including service, performed as a member of a uniformed service, to 
which the provisions of subsection (m) (1) of such section are applicable,” im- 
mediately after “in the employ of any instrumentality which is wholly owned 
by the United States,”. 

(b) The amendments made by this section shall be effective only with respect 
to service performed on or after January 1, 1956. 


LUMP-SUM DEATH PAYMENTS FOR REINTERMENT OF DECEASED VETERANS 


Sec. 403. (a) The fourth sentence of section 202 (i) of the Social Security 


Act is amended by striking out “July 1955” and inserting in lieu thereof ‘January 
1956”. 
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(b) The fourth sentence of such section 202 (i) is further amended to read 
as follows: “In the case of any individual who died outside the foreiy-eight 
States and the District of Columbia,while he was performing service, as a 
member of a uniformed service, to which the provisions of section 210 (m) (1) 
are applicable, and who is returned to any of such States, or the District of 
Columbia, or to any Territory or posession of the United States for interment 
or reinterment, the provisions of the third sentence of this subsection shall 
not prevent payment to any person under the second sentenec of this subsection 
if application for a lump-sum death payment with respect to such deceased 
individual is filed by or on behalf of such person (whether or not legally com- 
petent) prior to the expiration of two years after the date of such interment 
or reinterment.” 

(c) The amendment made by subsection (a) shall apply only with respect to 
deaths occurring after June 1955 and before January 1956. The amendment 


made by subsection (b) shall apply only with respect to deaths occurring on or 
after January 1, 1956. 


CREDIT FOR CERTAIN MILITARY OR NAVAL SERVICE 


Sec. 404. (a) Subsection (e) of section 217 of the Social Security Act is 
amended by striking out “July 1, 1955’ wherever it appears and inserting in lieu 
thereof “January 1, 1956”. 

(b) Paragraph (1) of such subsection (e) is amended by adding at the end 
thereof the following new sentence: “In the case of monthly benefits under this 
title for months after December 1955 (and any lump-sum death payment under 
this title with respect to a death occurring after December 1955) based on the 
wages and self-employment income of an individual who performed service (as a 
member of a uniformed service) to which the provisions of section 210 (m) (1) 
are applicable, but only to the extent that such monthly benefits or lump-sum 
death payments are based on wages paid for service in months after December 
1950, clause (B) shall not operate to make this subsection inapplicable if the 
benefits referred to in such clause which are based on such individual’s service 
after December 1950 are payable by the Army, Navy, Air Force, Marine Corps, 
Coast Guard, Coast and Geodetic Survey, or Public Health Service.” 


SPECIAL INSURED STATUS IN CASES OF IN-SERVICE OR SERVICE-CONNECTED DEATHS 


Sec. 405. Section 214 of the Social Security Act is amended by adding after 
subsection (b) the following new subsection : 


“Special Insured Status for Servicemen 


“(e) (1) In the case of any individual who dies after December 1955, and 
whose death occurs— 
“(A) while on active duty or inactive duty training as a member of a 
uniformed service, or 
“(B) as the result of a disease or injury which the Veterans’ Administra- 
tion determines was incurred or aggravated while on active duty, or an injury 
which the Veterans’ Administration determines was incurred or aggravated 
while on inactive duty training, as a member of a uniformed service after 
September 15, 1940, 
he shall be deemed to have died a fully and currently insured individual. 
“(2) The provisions of paragraph (1) shall not be applicable to any individual 
with respect to whose death the provisions of the Federal Employees’ Compensa- 
tion Act are applicable.” 


SPECIAL STATUS IN CASE OF SERVICE-CONNECTED DISABILITY 


Sec. 406. (a) So much of subparagraph (A) of section 216 (i) (2) of the Social 
Security Act as precedes clause (i) thereof is amended to read as follows : 
“(A) if the individual satisfies the requirements of paragraph (3) on such 
day or the disability is service-connected,”. 
(b) Such section 216 (i) (2) is further amended by striking out subparagraph 
(B) and inserting in lieu thereof the following : 
“(B) if such individual does not satisfy the requirements of paragraph 
(3) on the day referred to in subparagraph (A) and the disability is not 
service-connected, then on the first day of the first quarter thereafter in which 
he satisfies such requirements ; 
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except that if, on the day referred to in subparagraph (A), such individual is on 
active duty or inactive duty training, the period of disability shall begin on the 
day following the day on which he is released from active duty, ceases to per- 
form inactive duty training, or is separated from service as a member of a 
uniformed service.” 
(ec) Section 216 (i) (4) of such Act is amended by striking out subparagraphs 
(A) and (B) and inserting in lieu thereof the following : 
“(A) the day such disability began, but only if he satisfies the require- 
ments of paragraph (3) on such day or the disability is service-connected : 
“(B) if he does not satisfy such requirements on such day and the dis- 
ability is not service-connected, the first day of the first quarter thereafter 
in which he satisfies such requirements ; 
except that if, on the day referred to in subparagraph (A), such individual is on 
active duty or inactive duty training, the period of disability shall begin on the 
day following the day on which he is released from active duty, ceases to 
perform inactive duty training, or is separated from service as a member of a 
uniformed service.” 
(d) Section 216 (i) of such Act is further amended by adding at the end 
thereof the following new paragraphs : 
“(5) (A) For purposes of paragraphs (2) and (4), in the case of any individual 
who, after December 1955, is released from active duty, ceases to perform inactive 
duty training, or is separated from service as a member of a uniformed service, 
under conditions other than dishonorable, a disability is service-connected if it 
resulted wholly from a disease or injury which the Veterans’ Administration 
determines was incurred or aggravated while such individual was on active duty, 
or from an injury which the Veterans’ Administration determines was incurred 
or aggravated while such individual was on inactive duty training, as a member 
of a uniformed service, and— 
“(i) he was under such disability when he was released from active duty, 
ceased to perform inactive duty training, or was separated from service as 
a member of a uniformed service or such disability began within three 
years after the month in which such release, cessation, or separation 
occurred ; or 
“(ii) such disability began within three years after cessation of a dis- 
ability which meets the requirements of clause (i). 
“(B) The provisions of subparagraph (A) of paragraph (2) and subparagraph 
(A) of paragraph (4) shall apply in the case of any individual who does not 
satisfy the requirements of paragraph (3) on the day referred to in such subpara- 
graphs, but only if, while under a disability which is service-connected under 
subparagraph (A) of this paragraph, he files an application for a disability de- 
termination or dies, and such filing or death occurs within— ; 
“(i) three years after the month in which he is released from active duty, 
ceases to perform inactive duty training, or is separated from service as a 
member of a uniformed service, or 
“(ii) three years after the month in which the disability began, 
whichever is later. In any such case in which the individual dies while under 
the disability, the requirement in paragraph (2) that an application be filed 
shall not be applicable. 
(6) For purposes of paragraphs (2) and (4), in the case of any individual 
who, after September 15, 1940, but before January 1, 1956, was released from 
active duty, ceased to perform inactive duty training, or was separated from 
service as a member of a uniformed service, under conditions other than dis- 
honorable, a disability is service-connected if it resulted wholly from a disease 
or injury which the Veterans’ Administration determines was incurred or ag- 
gravated while such individual was on active duty, or from an injury which the 
Veterans’ Administration determines was incurred or aggravated while such 
individual was on inactive duty training, as a member of a uniformed service, 
and—- 
“(A) he files an application for a disability determination while under such 
disability and prior to January 1, 1959, and 
“(B) the Veterans’ Administration determines (i) that while such in- 
dividual was on active duty as a member of a uniformed service he incurred 
a disease or injury or such disease or injury was aggravated, or while such 
individual was on inactive duty training as a member of a uniformed service 
he incurred an injury or such injury was aggravated, and (ii) that as 2 
result thereof such individual was under a disability (whether or not within 
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the meaning of such term as defined in section 216 (i)) which was total in 
degree (for purposes of compensation payable by such Administration) at 
the time he was released from active duty, ceased to perform inactive duty 
training, or was separated from service as a member of a uniformed service, 
or within three years thereafter. 
Paragraph (4) shall apply with respect to any application for a disability de- 
termination filed under subparagraph (A) of this paragraph, whether or not 
such application is filed before July 1957. 

“(7) The provisions of paragraphs (5) and (6) shall not be applicable to any 
individual for any period for which payments are made with respect to his dis- 
ability under the Federal Employees’ Compensation Act.” 

(e) The amendments made by this section shall apply only with respect to 
monthly benefits under section 202 of the Social Security Act for months after 
December 1955, and lump-sum death payments under such section 202 in 
the case of deaths occurring after December 1955. 


SPECIAL PROVISIONS IN CASES OF PRIOR DEATHS 


Sec. 407. (a) In the case of any individual— 

(1) who died prior to January 1, 1956, 

(2) who served on active duty or inactive duty training as a member of 
a uniformed service after September 15, 1940, 

(3) whose death occurred while on such active duty or inactive duty 
training or whose death occurred within three years after he was released 
from active duty, ceased to perform inactive duty training, or was sepa- 
rated from service as a member of a uniformed service, under conditions 
other than dishonorable, and resulted from a disease or injury which the 
Veterans’ Administration determines was incurred or aggravated while on 
active duty, or from an injury which the Veterans’ Administration deter- 
mines was incurred or aggravated while on inactive duty training, as a 
member of a uniformed service, and 

(4) who had less than six quarters of coverage at the time of his death, 
or who died after June 30, 1954 and was not a fully insured individual at the 
time of his death, 

he shall be deemed to have died a fully and currently insured individual for 
purposes of monthly benefits under title II of the Social Security Act. The terms 
used in this section shall have the same meaning as when used in such title 
II. 

(b) No monthly benefits under title II of the Social Security Act shall be pay- 
able by reason of subsection (a) for any month prior to January 1956; and no 
lump-sum death payment under such title shall be payable by reason of such 
subsection. 

(ce) If any monthly benefits are payable under section 202 of the Social Security 
Act by reason of subsection (a), the primary insurance amount on which such 
benefits are based shall be $30 instead of the amount computed under such title; 
and, for purposes of section 203 (a), the average monthly wage on which such 
benefits are based shall be deemed to be. $55. 

(d) In the case of any individual to whom subsection (a) is applicable, the 
requirement in subsection (f) or (h) of section 202 of the Social Securtiy Act 
that proof of support be filed within two years of the date of death shall not 
apply if such proof is filed before January 1, 1958. 


LEIMBURSEMENT OF TRUST FUND FOR COST OF WAGE CREDITS FOR CERTAIN MILITARY 
SERVICE 


Spe. 408. Section 217 of the Social Security Act is amended by adding after 
subsection (e) the following new subsection: 


“Reimbursement for Cost of Wage Credits for Certain Military Service 


“(f) (1) There are hereby authorized to be appropriated to the Trust Fund 
annually, as benefits under this title are paid after June 1955, such sums as the 
Secretary of Health, Education, and Welfare determines to be necessary to meet 
the additional costs, resulting from subsections (a), (b), and (e), of such bene- 
tits (including lump-sum death payments). 

“(2) The Secretary shall, before July 1, 1957, determine the amount which 
would place the Trust Fund in the same position in which it would have been 
at the close of June 30, 1955, if section 210- of this Act, as in effect prior to the 
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Social Security Act Amendments of 1950, and section 217 of this Act (includ- 
ing amendments thereof), had not been enacted. There are hereby authorized 
to be appropriated to the Trust Fund annually, during the first ten fiscal 
years beginning after such determination is made, sums aggregating the amount 
so determined, plus interest accruing on such amount (as reduced by appropria- 
tions made pursuant to this paragraph) after June 380, 1955, at a rate for any 
such fiscal year equal to the average rate of interest (as determined by the 
Managing Trustees) earned on the invested assets of the Trust Fund during the 
second preceding fiscal year.” 


REIMBURSEMENT OF TRUST FUND FOR SPECIAL INSURED STATUS OF SERVICEMEN 


Sec. 409. There are hereby authorized to be appropriated to the Federal Old- 
Age and Survivors Insurance Trust Fund annually such sums as the Sec- 
retary of Health, Education, and Welfare determines to be necessary to meet 
the additional costs, resulting from the amendments made by sections 405 and 
406 of this Act and from section 407 of this Act, of the benefits paid under title 
II of the Social Security Act for months after December 1955 (including lump- 
sum death payments in the case of deaths occurring after December 1955). 


REQUIREMENT OF APPLICATION 


Sec. 410. Section 202 of the Social Security Act is amended by adding at the 
end thereof the following new subsection : 


“Application for Benefits by Survivors of Members and Former Members of the 
Uniformed Services 


“(o) In the case of any individual who would be entitled to benefits under 
subsection (d), (e), (g), or (h) upon filing proper application therefor, the filing 
with the Administrator of Veterans’ Affairs by or on behalf of such individual, 
on the form prescribed under section 503 of the Uniformed Services Survivor 
Benefits Act, of an application for dependency and indemnity compensation under 
title II of such Act (or, in the case of a child, the filing on such form by the 
child’s mother of an application for such compensation) shall satisfy the require- 
ment of such subsection (d), (e), (g), or (h) that an application for such bene- 
fits be filed.” 


AMENDMENTS RELATING TO RAILROAD RETIREMENT 


Sec. 411. (a) Section 205 (0) of the Social Security Act is amended by striking 
out “subsection (a) or (e) of section 217 of this Act” and inserting in lieu thereof 
“subsection (a) or (e) of section 217 of this Act or if wages are paid to such 
employee during such month for service, as a member of a uniformed service, 
to which the provisions of section 210 (m) (1) of this Act are applicable”. 

(b) Section 1 (q) of the Railroad Retirement Act of 1937 is amended by strik- 
ing out “as amended in 1954” and inserting in lieu thereof “as amended in 1955”. 

(c) Section 3 (e) of the Railroad Retirement Act of 1937 as amended by 
inserting after “December 31, 1936,” the words “other than service attributable 
under section 4 of this Act to military service to which the provisions of section 
210 (m) (1) of the Social Security Act are applicable,”. 

(ad) So much of the first sentence of section 5 (1) (6) of the Railroad Retire- 
ment Act of 1937 as appears within parentheses is amended by inserting at the 
end thereof the following: “and except that such wages shall not include the first 
$160 of remuneration per month for service to which the provisions of section 210 
(m) (1) of the Social Security Act are applicable and with respect to which he 
is credited with compensation under section 4 of this Act”. 


Part B—AMENDMENTS TO THE INTERNAL REVENUE Cope oF 1954 


DEFINITION OF WAGES 


Sec. 412. (a) Section 3121 (i) of the Internal Revenue Code of 1954 is amended 
to read as follows: 
“(i{) COMPUTATION OF WAGES IN CERTAIN CASES.— 
“(1) Domestic service.—For purposes of this chapter, in the case of 
domestic service described in subsection (a) (7) (B), any payment of cash 
remuneration for such service which is more or less than a whole-dollar 
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amount shall, under such conditions and to such extent as may be prescribed 
by regulations made under this chapter, be computed to the nearest dollar. 
For the purpose of the computation to the nearest dollar, the payment of a 
fractional part of a dollar shall be disregarded unless it amounts to one- 
half dollar or more, in which case it shall be increased to $1. The amount 
of any payment of cash remuneration so computed to the nearest dollar shall, 
in lieu of the amount actually paid, be deemed to constitute the amount of 
cash remuneration for purposes of subsection (a) (7) (B). 

“(2) SERVICE IN THE UNIFORMED SERVICES.—For purposes of this chapter, 
in the case of an individual performing service, as a member of a uniformed 
service, to which the provisions of subsection (m) (1) are applicable, the 
term ‘wages’ includes only such individual’s basic pay as defined in section 
102 (10) of the Uniformed Services Survivor Benefits Act.” 


DEFINITION OF EMPLOYMENT 


Sec. 413. (a) (1) Section 3121 of the Internal Revenue Code of 1954 is 
amended by adding at the end thereof the following new subsections: 

“(m) SERVICE IN THE UNIFORMED Services.—For purposes of this chapter— 

“(1) INCLUSION OF SERVICE.-—The term ‘employment’ shall, notwithstand- 
ing the provisions of subsection (b) of this section, include service per- 
formed by an individual as a member of a uniformed service on active duty ; 
but such term shall not include any such service which is performed while 
on leave without pay. 

“(2) Active pury.—The term ‘active duty’ means ‘active duty’ as defined 
in section 102 of the Uniformed Services Survivor Benefits Act, except that 
it shall also include ‘active duty for training’ as defined in such section. 

(3) INACTIVE DUTY TRAINING.—The term ‘inactive duty training’ means 
‘inactive duty training’ as defined in such section 102. 

“(n) MEMBER OF a UNIFORMED Service.—For purposes of this chapter, the 
term ‘member of a uniformed service’ means any person appointed, enlisted, or 
inducted in a component of the Army, Navy, Air Force, Marine Corps, Coast 
Guard, Coast and Geodetic Survey, or Public Health Service, or in one of those 
services without specification of component, and any person serving in the Army 
or Air Force under call or conscription, including a person who is a member 
of the federally recognized National Guard or Air National Guard of the several 
States and Territories, and the District of Columbia. The term includes— 

“(1) a retired member of any of those services; 

““(2) a member of the Fleet Reserve or Fleet Marine Corps Reserve; 

“(3) a cadet at the United States Military Academy, a midshipman at 
the United States Naval Academy, and a cadet at the United States Coast 
Guard Academy or United States Air Force Academy ; 

“(4) a member of the Reserve Officers’ Training Corps, the Naval Re- 
serve Officers’ Training Corps, or the Air Force Reserve Officers’ Training 
Corps, when ordered to annual training duty for fourteen days or more, 
and while performing authorized travel to and from that duty; and 

“(5) any person while en route to or from, or at, a place for final ac- 
ceptance or for entry upon active duty in the military or naval service— 

“(A) who has been provisionally accepted for such duty; or 
“(B) who, under the Universal Military Training and Service Act, 
has been selected for active military or naval service; 
and has been ordered or directed to proceed to such place.” 

(2) The first sentence of section 3122 of the Internal Revenue Code of 1954 is 
amended by inserting “including service, performed as a member of a uniformed 
service, to which the provisions of section 3121 (m) (1) are applicable,” imme- 
diately after “in the employ of any instrumentality which is wholly owned by the 
United States,”. 

(3) Seetion 3122 of the Internal Revenue Code of 1954 is further amended by 
inserting after the second sentence thereof the following new sentence: “Pay- 
ments of the tax imposed under secticn 3111 with respect to service, performed by 
an individual as a member of a uniformed service, to which the provisions of 
section 3121 (m) (1) are applicable, shall be made from appropriations avail- 
able for the pay of members of such uniformed service.” 

(b) The amendments made by this section shall be effective only with respect 
to service performed on or after January 1, 1956. 
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RECEIPTS FOR EMPLOYEES 


Sec. 414, Section 6051 (b) of the Internal Revenue Code of 1954 is amended 
to read as follows: 

“(b) SpeciaL RULE as TO COMPENSATION OF MEMBERS OF THE UNIFORMED SErv- 
Ices.—-In the case of compensation paid for service as a member of the Armed 
Forces, the statement required by subsection: (a) shall be furnished if any tax 
was withheld during the calendar year under section 3402, or if any of the com- 
pensation paid during such year is includible in gross income under chapter 1, 
or if during the calendar year any amount was required to be withheld as tax 
under section 3101. In lieu of the amounts required to be shown by paragraphs 
(3) and (5), respectively, of subsection (a), such statement shall show as wages 
paid during the calendar year (1) the amount of such compensation paid during 
the calendar year which is not excluded from gross income under chapter 1 
(whether or not such compensation constituted wages as defined in section 3401 
(a)), and (2) the total amount of wages as defined in section 3121 (a), com- 
puted in accordance with such section and section 3121 (i) (2).” 


TITLE V—AMENDMENTS AND REPEALS 


AMENDMENTS 


Sec. 501. (a) (1) Section 620 of the National Service Life Insurance Act of 
1940 is amended by striking out the last sentence and inserting in lieu thereof the 
following: “Any member of the Reserve Officers’ Training Corps, the Naval 
Reserve Officers’ Training Corps, or the Air Force Reserve Officers’ Training 
Corps, when ordered to annual training duty for fourteen days or more and while 
performing authorized travel to or from that duty, who incurs a disability while 
on such duty or while performing such travel, shall be deemed to have been in the 
active service when such disability was incurred for the purpose of applying for 
insurance under this section. Cadets and midshipmen at the United States Mili- 
tary, Air Force, Naval, and Coast Guard Academies who incur a disability com- 
pensable under laws administered by the Veterans’ Administration shall be 
deemed to have been in the active service when such disability was ineurred for 
the purpose of applying for insurance under this section. Any person while en 
route to or from, or at, a place for final acceptance or for entry upon active duty 
in the military or naval service— 

“(1) who has been provisionally accepted for such duty; or 

“(2) who. roder the Universal Military Training and Service Act, has 

been selected for active military or naval service; 

and has been ordered or directed to proceed to such place, and who, while en 
route to or from, or at, such place, incurs a disability shall be deemed to have 
been in active service when such disability was incurred for the purpose of 
applying for insurance under this section, if such application is made within 
one year after the incurrence of such disability.” 

(2) Section 621 of the National Service Life Insurance Act of 1940 is amended 
by adding at the end thereof the following: 

“(e) No insurance shall be granted to any person under this section on or after 
January 1, 1956, unless prior to such date an acceptable application accompanied 
by valid remittances or authorizations for the payment of premiums (1) was 
received by the Veterans’ Administration, (2) was placed in the mails properly 
directed to the Veterans’ Administration, or (3) was delivered to an authorized 
representative of any of the uniformed services.” 

(3) (A) Section 622 of the National Service Life Insurance Act of 1940 is 
amended by inserting “(a)” immediately after “Src, 622.’”’, and by adding at the 
end thereof the following: 

“(b) No application may be made after December 31, 1955, for waiver of 
premiums under this section. Any waiver of premiums granted under this sec- 
tion by reason of an application made prior to January 1, 1956, may, at any 
time, be cancelled by the insured.” 

(B) When any individual dies on or after May 1, 1956, and at the time of his 
death has in effect.a policy of national service life insurance or United States 
Government life insurance under waiver of premiums by reason of an applica- 
tion made under section 622 of the National Service Life Insurance Act of 1940, 
no dependency and indemnity compensation shall be paid under this Act to his 
widow, children, or parents, but death compensation may be paid under laws 
administered by the Veterans’ Administration to such widow, child, or parents, 
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under such laws, and at the rates which were in effect on December 31, 1955. 

(4) The National Service Life Insurance Act of 1940 is amended by adding 
at the end thereof the following: 

“Seo. 623. (a) Any person in active service on January 1, 1956, who elected 
to surrender a policy ef national service life insurance or United States Govern- 
ment life insurance on a permanent plan for its cash value after April 25, 1951, 
and prior to January 1, 1956, may, upon application in writing made on or before 
May 1, 1956, be granted, without medical examination, permanent plan insurance 
on the same plan not in excess of the amount surrendered for cash, or may re- 
instate such surrendered insurance upon payment of the required reserve and 
the premium for the current month. 

“(b) Any person in the active service on January 1, 1956, who had United 
States Government life insurance or national service life insurance on the five- 
year level premium term plan, the term of which expired after April 25, 1951, 
prior to January 1, 1956, and while he was in the active service, shall, upon ap- 
plication made on or before May 1, 1956, payment of premiums, and evidence of 
good health satisfactory to the Administrator, be granted an equivalent amount 
of insurance on the five-year level premium term plan at the premium rate for 
his then attained age.” 

(b) (1) Section 212 of the Public Health Service Act (42 U.S. C., see. 213) is 
amended to read as follows: 


“MILITARY BENEFITS 


“Sec. 212. (a) Except as provided in subsection (b), commissioned officers of 
the Service and their surviving beneficiaries shall, with respect to active serv- 
ice performed by such officers— 

“(1) in time of war; 

“(2) on detail for duty with the Army, Navy, Air Force, Marine Corps, 
or Coast Guard ; or 

“(3) while the Service is part of the military forces of the United States 
pursuant to executive order of the President ; 

be entitled to all rights, privileges, immunities, and benefits now or hereafter 
provided under any law of the United States in the case of commissioned 
officers of the Army or their surviving beneficiaries on account of active military 
service, except retired pay and uniform allowances. 

“(b) The President may prescribe the conditions under which commissioned 
officers of the Service may be awarded military ribbons, medals, and decora- 
tions. 

“(c) The authority vested by law in the Department of the Army, the Secretary 
of the Army, or other officers of the Department of the Army with respect to 
rights, privileges, immunities, and benefits referred to in subsection (a) shal! 
be exercised, with respect to commissioned officers of the Service, by the Surgeon 
GeneraL 

“(d) Active service of commissioned officers of the Service shall be deemed 
to be active military service in the Armed Forces of the United States for the 
purposes of all laws administered by the Veterans’ Administration (except the 
Servicemen’s Indemnity Act of 1951) and section 217 of the Social Security 
Act.” 

(2) The amendment made by this subsection (A) shall apply only with respect 
to service performed on or after July 4, 1952, (B) shall not be construed to affect 
the entitlement of any person to benefits under the Veterans’ Readjustment As- 
sistance Act of 1952, (C) shall not be construed to authorize any payment under 
section 202 (i) of the Social Security Act or under Veterans Regulation Num- 
bered 9 (a) for any death occurring prior to January 1, 1956, and (1D) shall 
not be construed to authorize payment of any benefits for any period prior to 
Jannary 1, 1956, 

(3) In the case of any individual— 

(A) who performed active service (i) as a commissioned officer of the 
Public Health Service at any time during the period beginning July 4, 
1952, and ending December 31, 1955, or (ii) as a commissioned officer of the 
Coast and Geodetic Survey at any time during the period beginning July 
29, 1945, and ending December 31, 1955: and 

(B) (i) who became entitled to old-age insurance benefits under section 
202 (a) of the Social Security Act prior to January 1, 195%, or 

(ii) who. died prior to January 1, 1956, and whose widow, child, or parent 
is entitled for the month of January 1956, on the basis of his wages and 
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self-employment income, to a monthly survivor’s benefit under section 202 of 
such Act; and 
(C) any part of whose service described in paragraph (1) was not in- 
cluded in the computation of his primary insurance amount under section 
215 of such Act but would have been included in such computation if the 
amendment made by paragraph (1) of this subsection or paragraph (1) of 
subsection (d) had been effective prior to the date of such computation, 
the Secretary of Health, Education, and Welfare shall, notwithstanding the 
provisions of section 215 (f) (1) of the Social Security Act, recompute the 
primary insurance amount of such individual upon the filing of an appli- 
cation, after December 1955, by him or (if he dies without filing such an applica- 
tion) by any person entitled to monthly survivor’s benefits under section 202 
of such Act on the basis of his wages and self-employment income. Such recom- 
putation shall be made in the manner provided in section 215 of the Social Secu- 
rity Act for computation of such individual’s primary insurance amount, except 
that the provisions of subsection (f) of such section shall not be applicable for 
purposes of such computation. Such recomputation shall be effective for and 
after the twelfth month before the month in which the application was filed, but 
in no case for any month before January 1956. No such recomputation of an 
individual's primary insurance amount shall be effective unless it results in a 
higher primary insurance amount. 

(c) (1) Section 2 of the Federal Employees’ Group Life Insurance Act of 
1954 is amended by striking out all after “District of Columbia” in subsection 
(b) and inserting in lieu thereof a period, and by adding at the end of such 
section the following new subsection: 

“(e) This Act shall not apply to any member of a uniformed service while 
serving on active duty, nor shall any payments be made under this Act by reason 
of the death of any member of a uniformed service occurring during a period 
of active duty or active duty for training which has extended over a period of 
more than 30 days. Terms used in this subsection shall have the meaning 
assigned to them by section 102 of the Uniformed Services Survivor Benefits Act.” 

(2) The amendments made by this subsection shall not apply with respect to 
deaths occurring prior to January 1, 1956, nor shall such amendments apply 
with respect to insurance granted prior to January 1, 1956, under the Federal 
Employees’ Group Life Insurance Act of 1954 to commissioned officers of the 
Coast and Geodetic Survey or of the Regular or Reserve Corps of the Public 
Health Service. No dependency and indemnity compensation shall be payable 
under this Act to any widow, child, or parent of any such commissioned officer if 
any amounts are payable under such insurance by reason of the death of such 
officer occurring on or after May 1, 1956. 

(d) (1) The second sentence of the second paragraph of section 16 of the 
Act of May 22, 1917 (33 U. S. C., sec. 857), is amended to read as follows: “Active 
service of commissioned officers of the Coast and Geodetic Survey shall be deemed 
to be active military service for the purposes of all laws administered by the 
Veterans’ Administration (except the Servicemen’s Indemnity Act of 1951) and 
section 217 of the Social Security Act, and for the purposes of section 210 of 
the Social Security Act as in effect prior to the Social Security Act Amendments 
of 1950.” 

(2) The amendment made by this subsection (A) shall apply only with 
respect to service performed on or after July 29, 1945, (B) shall not be con- 
strued to affect the entitlement of any person to benefits under the Veterans’ 
Readjustment Assistance Act of 1952, (C) shall not be construed to authorize 
any payment under section 202 (i) of the Social Security Act or under Veterans 
Regulation Numbered 9 (a) for any death occurring prior to January 1, 1956, 
and (D) shall not be construed to authorize payment of any benefits for any 
period prior to January 1, 1956. 

(e) Section 40 (b) of the Federal Employees’ Compensation Act (5 U. S. C., 
sec. 790 (b)) is amended (1) by striking out clauses (2) and (3) and redesig- 
nating clauses (4) and (5) as clauses (2) and (3), respectively; and (2) by 
inserting immediately after “United States” the second time its occurs in the 
parenthetical phrase in clause (1) the following: “, but excluding commissioned 
officers of the Regular Corps of the Public Health Service, commissioned officers 
in the Reserve Corps of the Public Health Service on active duty, and commis- 
sioned officers of the Coast and Geodetic Survey”. 

(f) Section 304 of the Naval Reserve Act of 1938 (34 U. S. C., see. 855c) is 
amended (1) by striking out all beginning with “If in time of peace” through 
“Provided further, That” in the third proviso and inserting in lieu thereof ‘(a) 
In time of peace”, and (2) by adding at the end thereof the following: 
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“(b) For the purposes of paragraph I (a) of part II of Veterans Regulation 
Numbered 1 (a), all members of the Naval Reserve shall be considered as per- 
forming active military or naval service while performing active duty with 
or without pay, training duty with or without pay, drills, equivalent instruction 
or duty, appropriate duty, or other prescribed duty, or while performing author- 
ized travel to or from such duties.” 

(gz) Section 2 of the Act of August 12, 1935 (38 U.S. C., sec. 556a), is amended 
by inserting immediately after “Public Law Numbered 484, Seventy-third Con- 
gress,” the following: “the Uniformed Services Survivor Benefits Act,”. 

(h) (1) The first sentence of paragraph (1) of section 21 of the World War 
Veterans’ Act, 1924 (88 U. S. C., sec. 450), is amended by inserting immediately 
after “payment of compensation,” the following: “dependency and indemnity 
compensation,”. 

(2) The first sentence of paragraph (3) of such section is amended by insert- 
ing immediately after “the compensation,” the following: “dependency and in- 
demnity compensation,”. 

(i) The first section of the Act of July 30, 1941 (38 U. S. C., see. 725), is 
amended (1) by striking out “pension or compensation” and inserting in lieu 
thereof “pension, compensation, or dependency and indemnity compensation”, 
and (2) by striking out “such pension,” and inserting in lieu thereof “such pen- 
sion, compensation, or dependency and indemnity compensation,”. 

(j) The paragraph under the heading “Transfer of Appropriations’ which 
begins “Army of the Philippines,” in the Act of February 18, 1946 (38 U. S. C., 
sec. 38), is amended by striking out all beginning with “(2)” through the words 
“such pensions” in the second proviso, and inserting in lieu thereof the following: 
“(2) laws administered by the Veterans’ Administration providing for the pay- 
ment of compensation or dependency and indemnity compensation on account 
of service-connected disability or death: Provided further, That such compensa- 
tion or dependency and indemnity compensation shall be paid at the rate of one 
Philippine peso for each dollar authorized to be paid under the laws providing 
for such compensation or dependency and indemnity compensation”. 

(k) The paragraph beginning “Finance Service, Army,” under title II of the 
Act of May 27, 1946 (60 Stat. 223), is amended by striking out paragraph (6) and 
inserting in lieu thereof the following: 

“(6) The provisions of laws administered by the Veterans’ Administra- 
tion for the payment of compensation or dependency and indemnity com- 
pensation on account of service-connected disability or death :”. 

(1) Paragraph V of part I of Veterans Regulation Numbered 2 (a) is 
amended by inserting immediately after “compensation” each place it occurs 
therein the following: “, dependency and indemnity compensation”. 

(m) Section 11 of the Uniformed Services Contingency Option Act of 1953 
(37 U. S. C., sec. 380) is amended by inserting immediately after “be con- 
sidered income” the following: “(except as provided in section 204 (g) of the 
Uniformed Services Survivor Benefits Act)”. 

(n) The second sentence of paragraph XIII of Veterans Regulation Num- 
bered 10 is amended to read as follows: “The receipt of pension, compensa- 
tion, or dependency and indemnity compensation by a widow, child, or parent 
on account of the death of any person, or receipt by any person of pension or 
compensation on account of his own service, shall not bar the payment of pen- 
sion, compensation, or dependency and indemnity compensation on account of 
the death or disability of any other person.” 

(o) Section 15 of Public Law Numbered 2, Seventy-third Congress (38 
U. S. GC. see. 715), is amended (1) by inserting immediately after “under 
this title” the first time it occurs the following: “or the Uniformed Services 
Survivor Benefits Act”, and (1) by inserting immediately after “under such 
title” the second time it occurs the following: “and under the Uniformed 
Services Survivors Benefits Act”. 

(p) Section 3 of the Act of October 17, 1940 (38 U. S. C., sec. 49a), is amended 
by inserting immediately after “compensation” the second time it occurs the fol- 
lowing: “, dependency and indemnity compensation,”. 

(q) The Act of September 7, 1944 (38 U. S. C., sec. 733), is amended (1) by 
inserting immediately after “Seventy-third Congress, as amended,” the fol- 
lowing: “or of dependency and indemnity compensation payable under the 
Uniformed Services Survivor Benefits Act,”, and (2) by inserting immediately 
after “death pension or compensation” in the second proviso the following: “or 
dependency and indemnity compensation”. 
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(r) The Act of August 8, 1946 (38 U. S. C., sec. 739), is amended by inserting 
immediately after “compensation,” each place it occurs therein (except in para- 
graph (D)) the following: “dependency and indemnity compensation,’”’: 

(s) Section 201 of the World War Veterans Act, 1924 (38 U. S. C., see. 472), 
is amended by striking out “If death results from injury—’ and inserting in 
lieu thereof: “If death occurs prior to January 1, 1956, and results from in- 
jury—”. 

(t) The first paragraph of section 3 of the Act of August 16, 1987 (38 
U.S. C., see. 472b), is amended by striking out “World War veteran who died” 
and inserting in lieu thereof “World War veteran who died prior to January 1, 
1956,”’. 

(u) Paragraph IV of part I and paragraph III of part II of Veterans Regula- 
tion Numbered 1 (a) are each amended by inserting immediately after “deceased 
person who died” the following: “prior to January 1, 1956”’. 


REPEALS 


Sec. 502. The following Acts or parts of Acts are repealed : 
(1) The Act of December 17, 1919 (10 U. S. C., sec. 903). 
(2) The second paragraph under “Bureau of Supplies and Accounts” in the 
Act of June 4, 1920 (34 U. S. C., sec. 943). 
(3) The Act of March 8, 1928 (10 U.S. C., sec. 908a). 
(4) The Act of May 12, 1980 (34 U. S. C., sec. 944). 
(5) The Act of July 15, 1989 (5 U. S. C., sees. 797, 797a). 
(6) Seetion 9 of the Act of January 19, 1942 (33 U.S. C., see. 870). 
(7) Title 14, United States Code, section 489. 
(8) The Servicemen’s Indemnity Act of 1951. 
(9) Section 2 of the Act of December 3, 1942 (33 U. S. C., see. 855a). 


APPLICATION FOR BENEFITS 


Sec. 508. The Administrator and the Secretary of Health, Education, and 
Welfare shall jointly prescribe forms to be used by survivors of members and 
former members of the uniformed services in filing applications for benefits 
under title II of this Act and under title IT of the Social Security Act. Each 
such form shall request information sufficient to constitute an application for 
benefits under both such titles; and when an application on such form has been 
received by either the Administrator or the Secretary it shall be deemed to be an 
application for benefits under both such titles. A copy of each such application 
received by the Administrator, together with any additional information and 
supporting documents which may be required by the Secretary in connection 
therewith, shall be transmitted to the Secretary ; and a copy of each such applica- 
tion received by the Secretary, together with any additional information and 
supporting documents, which may he required by the Administrator in connection 
therewith shall be transmitted to the Administrator. 


MISCELLANEOUS 


Sec. 504. (a) Except as otherwise specifically provided, this Act shall take 
effect on January 1, 1956. 

(b) The amendment or repeal of any provision of law by this Act shall not 
operate to deprive any person of payments of the six-months’ death gratuity 
or of any payments which such person would be eligible to receive, but for such 
amendment or repeal, by reason of the death or disability of any person prior to 
January 1, 1956; nor shall the amendment or repeal of any such provision operate 
to deprive any person disabled prior to January 1, 1956, of any right to which 
he is entitled under the Federal Employees’ Compensation Act by reason of such 
disability. 


APPENDIX U 


DEPARTMENT OF DEFENSE OBSERVATIONS CONCERNING CERTAIN PROVISIONS OF THE 
COMMITTEE BILL 


I. BENEFIT INVERSIONS RESULTING FROM SUPPLEMENTAL PAYMENTS 


Section 202 (b) of the bill provides for supplemental VA payments for children 
in excess of one for whom there would be no OASI benefit payable because of the 
80-percent maximum limitation. This provision appears to be faulty in that it 
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would result in inversions in total benefits payable as between certain pay grades. 

Additionally, since there is no maximum on the number of children to be thus 
provided for, the widow of a serviceman in the lower pay grades with a large 
family could conceivably receive greater total benefits than the widow of a 
member in a higher grade with the same number of children. 

This is due to the application of the 80-percent maximum to social-security 
benefits at higher wage levels. 

In order to provide for supplemental payments for additional children where 
the OASI 80-percent maximum applies to a widow with 1 child, and at the same 
time avoid inversions of total benefits the following solution is suggested : 

Since social-security law places a ceiling of $200 on the benefit payment to large 
families, it would seem reasonable and equitable to apply this dollar ceiling to 
the total OASI and VA supplemental benefits paid to a single family on account 
of children. Thus, a widow with several children would receive the maximum 
OASI benefit in her case, plus $20 (or a portion thereof) additional for each child 
not included in the OASI benefit, up to a maximum of $200 in children’s benefits, 
for a total VA-OASI benefit of $300 plus 15-percent basic pay payable to that 
family. 

This solution has the following advantages: 

(a) There would be no inversions. 

(b) Payments to the children of an enlisted man would never exceed payments 
to the same number of children of an officer. 

(c) The OASI principle of a maximum family payment would be retained. 

While this formula would result in supplemental payments to large families 
of senior enlisted men and junior officers (up to 0-1 under 8 years and O-2 under 
3 years) the supplemental payment would be very small in most cases. This is 
because the normal OASI payment to a widow with 2 children is quite close to the 
$200 maximum in the senior enlisted and junior officer grades. The effects of 
this formula is summarized in the following table: 





Sa 
grad OASI bene- number of i 
Widow’s VA . ; children Total bene- 
Pay e by promotion pattern = = elizible for at 
ee 


nefit 


$135. 60 $311.70 
131. 30 312. 48 
129. 20 312. 87 
120. 20 | 314. 91 
108. 30 | 321. 06 
81. 60 | 324. 57 
40. 60 | 332. 18 
35. 90 | 338. 03 
34. 00 333. 35 
338. 90 


Il, CHILD INCAPABLE OF SELF-SUPPORT 


Section 203 (c) of the new bill provides for a supplemental VA payment in 
the case of a child (receiving dependency and indemnity compensation in its 
own right) when that child is incapable of self-support and has reached age 18. 
The supplemental payment would be equal to the amount of the social-security 
benefit which ceases at that time. 

In the case of a widow with a child similarly incapable of self-support at 
age 18, no provision is made for a supplemental benefit to replace the termi- 
nated OASI benefit. This appears to be the result of an oversight. 


Ill. OASI COVERAGE FOR MEMBERS RETIRING BETWEEN 1947 AND 1950 


(a) The new bill contains the following OASI provisions having application 
to retired members : 

(1) Section 404 (b) contains provisions which would permit servicemen who 
retired for any reason after 1950 to apply gratuitous wage credits granted for 
service performed after 1950 toward OASI survivor and retirement benefits. 
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(2) Section 405 (c) provides that any individual with service in World War 
II who dies after December 1950 either while in military service, or thereafter, 
as the result of a service-connected disability, shall be deemed to have died 
fully and currently insured. 

(3) Section 407 provides that any individual with service in World War II 
who died prior to January 1, 1956, either while in military service or thereafter 
as the result of a service-connected disability and who was not a fully insured 
individual at the time of death shall be deemed to have died fully and currently 
insured. 

However, benefits under this clause would be fixed at the absolute minimum 
under social-security law. 

(b) As the result of these provisions together with current law, it appears 
that all retired members will have eligibility for some OASI benefit based on 
military service except those members who retired between 1947 and 1950, and 
who have died, or will die as the result of a non-service-connected death. 


IV. MULTIPLE BENEFITS FOR MULTIPLE DEATHS 


It is understood that the committee intended to retain the existing principle 
of multiple benefits for multiple deaths. It is believed desirable that in the 
event of a future case similar to the well-known Navy case of the Sullivan 
brothers in World War II, the treatment accorded such a case under this bill 
parallel the practice followed in the Sullivan case. 

It is noted, however, that the bill is silent on the question of multiple pay- 
ments for multiple deaths except in two instances. Under section 204 (g) all 
benefits under this bill made to a parent other than payments under section 204 
are includible as income. Thus, if a woman loses both her husband and her son 
in military service, the widow’s benefit under this bill would be includible as 
income to her as a parent and would probably operate to render her ineligible 
for the parents’ benefit. 

Again, under section 501 (a) (3) (b), the survivor of an individual who dies 
in the future with a NSLI or USGLI policy under waiver of premium is barred 
from receiving dependency and indemnity compensation under this bill, ap- 
parently not only on account of that death but also because of any other death for 
which such survivor could receive compensation under this bill. 

The foregoing provisions are cited as possible impediments to the payment 
of multiple benefits for multiple deaths. Additionally, if it is desired to retain 
that principle, it is believed desirable to include an affirmative provision in the 
bill incorporating such principle. 


Vv. POST SERVICE INSURANCE COVERAGE 


Secton 501 (a) (1) will amend the National Service Life Insurance Act of 
1940 by deleting the last sentence thereof. The deletion of that sentence will 
remove from the act the definition of certain individuals who by virtue of that 
definition are deemed to be in active service for the purpose of applying for the 
insurance provided under section 620. These persons are those referred to in 
the first proviso of section 2 of the Servicemen’s Indemnity Act of 1951. Unless 
the existing language of section 501 (a) (1) is modified, persons who in the 
future suffer disability while in the situations described in section 2 of the 
Servicemen’s Indemnity Act will be barred from obtaining the insurance pro- 
vided under section 620 of the National Service Life Insurance Act. 
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APPENDIX V-2 


Tue AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., May 10, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Select Committee on Survivor Benefits, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Harpy: At the time representatives of the American Legion 
testified before the Select Committee on Survivor Benefits on April 28, 1955, at 
our request, you were good enough to grant permission to file with you any sup- 
plemental data we might have as a result of thé meeting of the national executive 
committee of the American Legion held in Indianapolis, Ind., May 4—6, 1955. 

The question of survivors’ beneiiis was given extended consideration by the 
national executive committee, our governing body, and as a result a resolution 
was duly adopted setting forth the American Legion's position on the various 
items under consideration by your committee. 

Enclosed please find three copies of Resolution No. 102 reflecting the position 
of the American Legion on the respective items being considered by your 
committee. 

If consistent we would appreciate it very much if you would be good enough to 
incorporate the attached resolution in the record of the hearings. 

Thanking you for your courtesy and consideration, and with kind personal 
regards, I am 

Sincerely yours, 


Mires D. Kennepy, Director. 


ReEso.ution No. 102 


Whereas in the 83d and £4th Congresses select committees on benetits for sur- 
vivors of members and former members of the Armed Forces of the United States 
have engaged in a painstaking study of existing benefit programs and in a search- 
ing inquiry into the need for revision or modification; and 

Whereas these select committees have sought the advice and counsel of the 
American Legion; and 

Whereas the present committee will soon present a bill to the House of Repre- 
sentatives on which it will conduct further hearings; and 

Whereas it is deemed imperative that the official position of the American 
Legion be defined: Therefore be it 

Resolved by the national erecutive committee assembled at Indianapolis, Ind., 
on May 4, 5, and 6, 1955, That as to the elements of these survivors benefits being 
considered by the Select Committee on Survivors Benefits of the House of Repre- 
sentatives in the 84th Congress, the American Legion declares as follows: 

1. Death gratuity.—A death gratuity for in-service deaths be continued within 
a range of $800 to $3,000 in lieu of the present 6 months’ base pay computation ; 

2. Federal Employees’ Compensation.—Federal Employees’ Compensation Act 
benefits for reservists in military or naval service in peacetime be eliminated; 

3. Servicemen’s indemnity.—Servicemen’s indemnity coverage be continued on 
a modified basis ; 

4. National service life insurance.—Postservice national service life insurance 
for veterans who had indemnity coverage be continued ; 

5. VA death compensation.—Compensation payments for service-connected 
deaths to widows, children, and dependent parents be increased and a service 
increment based upon length of active service be added ; 

6. Contingency Option Act.—Existing rights of retired personnel of the Armed 
Forces under the Uniformed Service Contingency Option Act be preserved ; 

7. Election of benefits —Bene‘iciaries on the rolls at time of the effective date 
of any new enactment be given a right of election ; 

8. Veterans’ Administration.—That the Veterans’ Administration be continued 
as a single agency to administer veterans’ benefits and that the present policy of 
financing these programs by appropriations of the Congress be continued; and 

9. Old-age and survivors’ insurance—Inasmuch as the American Legion tradi- 
tionally advocates and supports adequate programs for war veterans and their 
survivors, and as the above proposals present an improved program for survivors 
we do not recognize a present necessity for old-age and survivors’ insurance for 
inembers of the Armed Forces. 
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Appenpix V-3 


San Dieco County CHAPTER, 
Goxtp Star Wives or AMERICA, INC., 


Coronado, Calif., April 18, 1955. 
Hon. Porter Harpy, Jr., 


Chairman, Select Committee on Survivor Benefits, House Office Building, 
Washington 25, D.C. 


Dear Mr. CHAIRMAN: 1. Following the hearings conducted during the 83d 
Congress the Select Committee on Survivor Benefits recommended that its study 
be continued in the 84th Congress. We are deeply grateful for the additional 
time that is afforded by this recofamendation which permits further exploration 
of a matter so vitally important and of concern to everyone. 

(a) We wish to supplement our statements of last November with comments 
on the other recommendations made by Congressman William Bates, the former 
chairman. 

2. The second recommendation of the committee states that, at that time, the 
committee felt that coverage for certain members of the Reserve components of 
the Armed Forces under the Federal Employees Compensation Act should be 
terminated. 

(a) The Federal Employees Compensation Act came into being to provide com- 
pensation for employees of the United States suffering injuries while in the per- 
formance of their duties, and for other purposes. Members of the Armed Forces— 
reservists and regulars—are employees of the United States. So that equal 
justice under law may prevail it follows that all employees of the United States— 
civilian and military—should receive equal treatment. 

(b) The laws administered by the Veterans’ Administration differ from the 
provisions of the Federal Employees Compensation Act by (1) failing to con- 
sider the salary of the deceased as a factor in computing death compensation; 
(2) allowing a higher rate of compensation for total disability than is allowed 
for death; and (3) paying disability compensation concurrently with salary when 
the injured is fully employed and earning the same salary as able-bodied per- 
sons in the same line of endeavor. 

(1) Under laws applicable to military personnel the maximum death compen- 
sation for survivors compensated through the Veterans’ Administration is $87 a 
month for a widow without dependent children. A widow with one dependent 
child receives $121 a month, and $29 a month is allowed for each additional de- 
pendent child. The maximum compensation for 100 percent disability due to 
war service, when there are no dependents, is $190 or $420 a month, based on type 
of disability. Allowances for dependents are given when disability is more than 
50 percent. Death or injury sustained during peacetime, and not due to haz- 
ardous duty, is compensated at 80 percent of the above rates. 

(2) Equality is further abrogated under laws administered by the Veterans’ 
Administration because the. standard that “all servicemen are equal in death” 
does not apply to those persons whose good fortune it was to return home from 
war alive. If the same standard of equality is applied to all military service- 
men it stands to reason that compensation should not be more than $87 a month 
for 100 percent disability of whatever nature, if there are no dependents. The 
yardstick used for evaluating military service that is terminated by death should 
be the same as that used in evaluating compensation for disability. 

(c) Laws applicable to civilian employees of the United States do not differ- 
entiate between war and peacetime service. Differentiation is based on (1) “‘in- 
line-of-duty” injuries or deaths; and (2) death not the result of carrying out 
orders issued by competent authority. Compensation for death and for disabil- 
ity incurred in line of duty is paid under the provisions of the Federal Employees 
Compensation Act. Compensation for death not in line of duty is based on salary 
and tenure. In both instances it is not in equal amounts, irrespective of salary 
as in laws applicable to survivors of military personnel. 

(d) In addition to the difference reflected between death compensation and 
disability compensation there are other benefits which have been extended to war 
veterans, but not to the survivors of men killed in war. The foremost of these 
is the GI bill of rights. Its educational benefits do not apply to war widows and 
war orphans. An amendment to the GI bill which made more war widows elizgi- 
ble for GI home-loan benefits is nullified when bankers refuse to approve applica- 
tions for such loans, submitted by servicemen’s widows, due to insufficient family 


income, 
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(e) Following the husband’s death the widow becomes the head of the family 
and is its sole support. She must assume the responsibility of providing food, 
shelter, clothing, and a reasonable amount of education for her children. This 
she has had to do on meager death compensation, without rehabilitation or train- 
ing that would have fitted her to more adequately supplement her death compen- 
sation with earned income. Bills were introduced in each Congress since 1947 
requesting educational assistance for war orphans. The House Veterans’ Af- 
fairs Committee did not take the desired action on these bills. In 1951 a bill was 
introduced requesting death compensation be based on the salary of the deceased 
serviceman. No action was taken on this bill by the House Veterans’ Affairs 
Committee. 

(f) In view of (1) the inequities between survivors of military personnel and 
their counterparts among civilian employees of the United States; and (2) the 
inequities in death and disability compensation reflected in laws administered 
by the Veterans’ Administration, we respectfully request that your committee 
reconsider the second recommendation made by Chairman William Bates. 

(1) To insist that salary of the serviceman shal! not be a factor in computing 
death compensation for survivors—when it is a factor in all other compensation 
systems—is making a mockery of the very principles on which our Nation is 
founded. Many career servicemen’s survivors have been caused to suffer untold 
hardships due to the great reduction in family income because death compensa- 
tion was not based on income before death took place. 

(2) The disregard for the welfare of career servicemen’s survivors has caused 
these families to suffer the very insecurities and deprivations for which Con- 
gress provides billions of dollars in foreign aid to nations all over the world. 
Additional millions of dollars have also been provided by Congress to educate 
foreign students who have been selected to attend our colleges and universities. 

(3) Survivors of career servicemen do not wish to continue to receive compen- 
sation based on a delusive theory of equality and strictest economy on the premise 
that the Nation cannot afford more for the survivors of military personnel. This 
practice is foreign to our American way of life. It has made the most lasting 
reward for supreme sacrifice the dubious privilege of causing certain service- 
men’s survivors to be leveled into the Nation’s lowest income bracket, thereby 
canceling the very principles on which democracy is based and for which sacri- 
tice of life was caused in the first place. 

(4) If it is not feasible to extend coverage for military personnel who die 
in the performance of duty, or as the result of injuries sustained while under 
competent orders, under the Federal Employees Compensation Act then cover- 
age on the same basis should be included as an integral part of a master plan 
that will correct,other inequities. 

3. The third recommendation states the committee is of the opinion that other 
inequities which currently exist should be corrected as soon as possible, but 
only when a comprehensive bill can be drafted incorporating all changes in sur- 
vivor benefits for Armed Forces and former Armed Forces personnel which may 
be deemed necessary. 

(a) When such a comprehensive bill is drafted we deem it necessary that 
when a serviceman’s death does not come within the scope of “in line of duty,” 
but oceurs during active duty, compensation for survivors be based on salary 
and tenure. 

(1) When death occurs after retirement, but is due to disability sustained 
while on active duty in the Armed Forces, compensation for survivors should 
be the same as though death had occurred while on active duty. 

(2) When death occurs after retirement, but is not due to disability sustained 
while on active duty, compensation for survivors should be 50 percent of the 
retired pay for the widow alone, with additional allowances for dependent chil- 
dren. 

(b) Survivors presently on the compensation rolls of the Veterans’ Adminis- 
tration should have their compensation adjusted by basing it on the current mili- 
tary pay seale at the rate or rank held by the serviceman on whom compensa- 
tion is based. In no instance, however, should any survivors be caused to have 
their compensation reduced if, under the present program, they are receiving 
more than would be allowed under the new law. 

4. The fourth recommendation states the committee believes the 6 months’ 
death gratuity paid by the Department of Defense serves a very useful purpose 
and should be continued. 

(a) It is agreed that under the present frustrating system it should be con- 
tinned—in the same amounts—because (1) all income stops immediately follow- 
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ing death and it takes an average of 3 months to process compensation claim 
forms; and (2) it enables the survivors to maintain, for at least 6 months, a living 
standard somewhat in line with that to which they have become accustomed. 

(b) We believe that the 6 months’ death gratuity could be eliminated entirely 
if procedure is simplified so that the records maintained on each serviceman in 
the Department of Defense, and/or the sworn statements which serve as legal 
authority to pay the dependency allowances, are acceptable as legal authority 
to pay death compensation. These records could be reviewed during the first 
year after death. If further clarification or verification is required it can be 
obtained while death benefits are being paid just as well as before they are 
awarded. 

(1) The assurance that death benefits will be paid immediately after pay 
stops will be an excellent morale builder in the Armed Forces. 

(2) From the standpoint of economy such simplification could save many 
thousands of dollars. Also, survivors would be spared the very trying experience 
of filling out form after form during their hours of deepest sorrow. The informa- 
tion requested is a duplication of what is on file in the Department of Defense, 
with each branch of the Armed Forces, and/or with every paymaster. 

5. In its fifth recommendation the committee took no stand regarding various 
proposed changes in the method of paying death compensation. 

(a) It is believed money could be saved if compensation and insurance annuity 
are paid with one check. An accompanying card could be enclosed with the check 
showing how the total amount shown on the check is obtained, i. e., the amount 
of compensation for the widow, the amount for the children, and the amount 
for insurance. If social security survivors benefits are payable, due to coverage 
of the serviceman before entering the Armed Forces, this too could be included 
and identified on the enclosure card. In addition the card should show the 
compensation claim number and facts pertaining to the entitlemen of death com- 
pensation. By utilizing the IBM puncheard and sorter system many man hours 
can be saved and detailed information readily made available. 

(1) If all benefits for each death are paid with 1 check, by 1 agency, it would 
(1) eliminate unnecessary duplication of records; (2) reduce the cost of mailing, 
handling, and delivering franked mail; (3) make it easier for beneficiaries to 
contact the proper agency; (4) because the various checks now arrive at 
different times the 1-check method would reduce trips to the bank; (5) 1 check 
would be similar to the allotment received before death; and (6) it would ensure 
the payment of all benefits to which each survivor is entitled. 

(b) It is requested that the recommendations of the Kaplan committee should 
not be adopted. Our reasons are (1) they are too complex and difficult to ad- 
minister from the standpoint of efficiency; (2) present inequities are not cor- 
rected because the method of determining compensation does not conform with 
the standard practice reflected in other compensation systems; (3) to com- 
pensate survivors from 2 agencies—VA and Social Security—for 1 death and 1 
period of service is costly from an administrative viewpoint; and (4) money 
saved on administrative cost could be applied to the end purpose of the pro- 
gram, namely compensation. 

(c) The Kaplan committee also recommended that insurance for servicemen 
be discontinued. We believe if compensation is based on salary, or salary and 
tenure, Government insurance should be available on a “purchase” basis. If 
government insurance is not available to military personnel it would have a 
detrimental effect on morale. Federal civil service employees can purchase 
gevernment insurance at 25 cents a month for each $1,000 of insurance, up to 
the nearest thousand dollars of annual salary. In addition, when civilian em- 
ployees are required to travel in unscheduled government aircraft, they can pur- 
chase $20,000 of trip insurance at $2 a month. If killed while enroute the sur- 
vivors receive this insurance as well as death compensation under the Federal 
Employees Compensation Act. Therefore, to expect military personnel to per- 
form their duties without government insurance coverage would be discrimina- 
tory. 

(d) In view of the fact that $10,000 free indemnity insurance is extended. to 
active duty personnel this insurance should also be given to all survivors pres- 
ently on death compensation rolls of the Veterans’ Administration whose insur- 
ance was less than $10,000. This would, in part, offset the financial loss suffered 
when death compensation was as little as $30 a month and widows were expected 
to—and did—rear their children on as little as it costs to board a dog in a kennel. 
Odious as the comparison is, it is nevertheless true. While the present discrimi- 
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natory and inequitable program is being revised some thought should be given to 
making amends for the undue suffering that it has caused. 

(e) In view of the reduced purchasing value of the dollar we believe Govern- 
ment insuranee for military personnel should be increased to a maximum limit 
of $20,000 instead of the present $10,000. 

6. The sixth recommendation states that serious consideration be given to 
placing Armed Forces personnel under social security under a contributory basis. 

(a) We do not favor placing career servicemen under social security because 
in most instances the salary is more than the maximum $4,200 limitation. We 
believe that career servicemen should contribute to a “funded” retirement sys- 
tem which would enable them to make provisions for their survivors in the event 
of death following retirement. This “funded” retirement system should be simi- 
lar to the one established for Federal civil-service employees. However, it 
should make allowances for (1) the fact that military men do not abide by a 
10-hour week, nor do they receive additional pay for night duty; (2) the pay 
differential when comparison is made with like responsibilities and technical 
knowledge in civilian endeavor; (3) the average life span of military personnel 
is less than the average life span of nonmilitary persons due to arduous duties 
which have physical effects on the functioning of vital organs. 

(1) It would be desirable for noncareer servicemen to share in the social- 
security program because this would be to their advantage when they leave the 
Armed Forces. However, if such noneareer servicemen are injured or killed “in 
line of duty” their dependent survivors should have the privilege to elect whether 
they wish to come under the VA-social security benefits system or the “in line of 
duty” benefits. Such an election now applies to certain survivors of reservists 
who are eligible for compensation under the Federal Employees Compensation 
Act. This provision would make for a more uniform death compensation pro- 
gram and would also protect noncareer enlisted personnel who have many years 
of service. 

7. We are wholeheartedly in agreement with seventh recommendation of Chair- 
man William Bates. It is our hope that the Department of Defense will dis- 
seminate information to all Armed Forces personnel about the comprehensive 
plan your committee will propose to more adequately provide for servicemen’s 
survivors. 

(a) In our considered opinion corrective legislation should be introduced with- 
out further delay. It may not be possible at this time to prepare a bill that is 
perfect in every respect due to longstanding inequities. However, it is urgently 
requested that the first step to end the present multiplicity of benefits be taken 
so that one comprehensive and equitable program can be brought into being and, 
if possible, have all benefits payable monthly with one check from one agency. 

(b) The cost between present hodgepodge method and a sound and equitable 
approach may appear great. We fervently hope that your committee will be 
tolerant of the fact that if sound corrective action had been taken at regular 
intervals the present cost would have been spread over many years rather than 
lumped into one major repair bill. The total appropriation required would have 
been absorbed in a number of smaller appropriations, spread over a period of 
perhaps 20 years or more. We also wish to call attention to the fact that the 
“cost” is, in some measure, the “loss” survivors have suffered because a panacea 
to cure all the ills in the present system cannot be found. 

(c) We also wish to make it clear that although death compensation is free 
from Federal income tax the difference between full salary and death com- 
pensation is money lost just as though it were withheld from salary for income- 
tax purposes. When death compensation is used to purchase necessities, those 
purchases are taxed and therefore contribution is made by survivors for Federal, 
State, and city taxes. 

(d) We respectfully request that your committee exercise every effort within 
its power to alleviate further hardship as quickly as it is humanly possible to 
do so. 

Very sincerely yours, 


THERESA FE. ALEXANDER, 
Legislative Chairman, 


65018—55——_51 
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ApPENDIx V-4 


VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
Kansas City, Mo., April 13, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Select Committee on Survivor Benefits, 
House Office Building, Washington 25, D. C. 


Dear Mr. Harpy: This is in reply to your letters of February 21 and March 17, 
which we have previously discussed with your counsel, Mr. Carnes. We appre- 
ciate your courtesy in inviting the views of the Veterans of Foreign Wars and 
are pleased to offer the following comments on the proposals submitted by your 
committee and staff. 

We are in general agreement with paragraph A of your proposed plan No. 1, 
relating to a death gratuity payment in lieu of the present 6 months’ death 
gratuity. We suggest, however, that with present high living costs the need for 
ready cash in many instances will exceed the $800 minimum in your proposed 
plan and that this minimum be increased to $1,000 while retaining the formula 
for determination of death gratuity at a rate four times the monthly average 
gross pay. This minimum of $1,000 under such a proposal would affect the 
amount of the payment to only the first three enlisted grades. 

We are inclined to oppose paragraph B of your proposal, which would extend 
OASI coverage to those on active duty. It is our view that the social security 
program is essentially a civilian program properly applicable to those in civilian 
employment. Many civilians with prior social security coverage are inducted into 
the Armed Forces for brief periods of service and then return to private employ- 
ment. To protect the social security credits of this group we suggest that their 
social security status be frozen at the time of their entry into the Armed Forces 
and restored upon discharge without loss or reduction by reason of service. For 
those who die in service it is suggested that benefits to survivors be paid from 
the survivor benefit program established for the Armed Forces. In this connec- 
tion it is noted that page 4, part I of your proposal B indicates that a freeze on 
social security during service would result in a loss to the social security fund 
of $360 million annually at the current level of the Armed Forces. It is not clear 
if this estimate includes additions to the fund from those in-service deaths with 
prior civilian coverage under the social security program. If the estimate does 
not include such credits as an offset against total cost, then it is suggested that 
the cost would be considerably reduced by any period of hostilities resulting in a 
large number of service deaths. 

We are generally in favor of continuance of the gratuitous indemnity program 
so as to preserve the right of the serviceman to designate beneficiaries of the 
gratuitous payment. We understand that paragraph C. 1 of your proposal pre- 
serves this feature of the present program but reduces the amount of the 
gratuitous benefit. The amount of the gratuitous benefit must, of course, be recon- 
ciled with the amount of other benefits incorporated into the overall survivors 
program, and we would object to any reduction in the gratuitous indemnity unless 
adequate provision is made elsewhere to compensate for the reduction. 

We are inclined to disagree with paragraph C, 2 of your proposal, which would 
establish a dependency compensation benefit equal to 20 percent of gross pay, 
with a minimum of $75 and maximum of $250 per month. This proposal con- 
tinues the concept that benefits to survivors should be based upon military pay as 
f rmerly proposed by the Kaplan committee. It is our view that military pay is 
no criterion of the earning capacity of civilians called to duty for brief periods of 
service. We believe this gives too much emphasis to rank, grade, and pay in deter- 
mination of benefits to be paid survivors, and violates the principle that there is 
no rank in death. We recognize compensation to survivors is partially for the 
purpose of compensating them for pecuniary loss and, consequently, that earning 
capacity is a factor that should be taken into consideration. However, earning 
capacity in the case of civilian servicemen may have no relationship to military 
pay. We suggest that a sound compensation program should also take into con- 
sideration the needs of the survivors and their accustomed manner of living so as 
to avoid insofar as possible the payment of benefits at a rate that would support 
survivors at a higher level than they could otherwise have achieved. A sound 
program should also attempt to maintain survivors insofar as reasonably possible 
in their accustomed manner of living, with due consideration for their health, edu- 
cational needs, employment possibilities, financial circumstances, and possibility 
of readjustment to changed conditions. Such a program, in our view, requires 
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much more flexibility than is possible under your proposal and can only be accom- 
plished by adjudication of each individual case through a system similar to that 
presently employed for determination of the amount of compensation payable in 
disability cases. 

We approve paragraph D of your proposal, which would repeal FECA benefits 
which are currently applicable to some reservists. We suggest, however, that the 
rights of those presently drawinng FECA benefits shall not be disturbed. 

We shall appreciate an opportunity to appear before your committee, at which 
time we should like to elaborate upon our proposals, especially as they relate to 
ajudication of individual cases. 

Respectfully yours, 
AvIn M. Downer, 
Assistant Legislative Officer. 


APPENDIX V—5 


RETIRED OFFICERS ASSOCIATION, 
Washington 6, D. C., April 4, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Select Committee on Survivors Benefits, 
House of Representatives, House Office Building, 
Washington 25, D. C. 


Deak Mr. CHAIRMAN: The Retired Officers Association appreciates your con- 
sideration in asking its opinion of two tentative proposals for benefits for sur- 
vivors, pending before your committee, and submits the following comments as 
requested in your letter of March 17, 1955. 

The association was particularly well pleased with the fundamental recom- 
mendations of the Kaplan committee, as found in the Senate Document No. 89, 
83d Congress, and believes that the recommendations of that committee, suit- 
ably modified to agree with the conditions which Congress in its wisdom sees 
fit to impose, would provide a sound solution to this important problem. 

As you well understand, the Kaplan committee recommended replacing all 
present benefits for those on active duty by only three benefits—the 6 months’ 
death gratuity; the indemnity compensation for death; and the blanketing of 
all active duty personnel under social security on a contributory basis, the Goy- 
ernment to match the serviceman’s contribution, as is done in private industry 

The Kaplan committee did not explore the question of benefits to survivors of 
those who die while in an inactive status, as veterans or retired members, and 
the association believes your covariittee is pursuing a desirable approach in 
including those categories in your ueliberations. 

A reading of the Kaplan committee report did not make it clear to the asso- 
ciation whether inclusion of the personnel of the Coast and Geodetic Survey 
and Public Health Service was definitely contemplated in the proposed program, 
although that seemed to be intended. 

In its testimony before the Bates committee the association strongly urged 
such inclusion, giving reasons, which are stated under the summary contained 
in this letter. The association also pointed out, and wishes to reiterate its 
recommendations now, that with reference to the 6 months’ death gratuity, the 
survivors of personnel of the Public Health Service (deceased since July 4, 1952). 
should be accorded this benefit retroactively at the then existing rates. This 
is for the reason that, since that time, these survivors are the only survivors 
of personnel of the seven uniformed services who have not received these bene- 
fits, the military status of the Public Health Service having ceased on July 
4, 1952. 

Subject to the foregoing remarks, the association has the following comments 
to make on the two tentative proposals which you have submitted for our con- 
sideration. 

PRoPpoOsAL A 


I. DEATHS ON ACTIVE SERVICE (PARAGRAPHS A TO D, INCLUSIVE) 


Comments as to paragraph A 

The association believes the 6 months’ death gratuity should be continued in 
view of the basic necessity for this benefit, well known to the committee, and 
has no objection to the adoption of the principle that the amounts should be 
cireumseribed by upper and lower limits, as is suggested in paragraph A. 
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Comments as to paragraph B 


The association is fully in accord with the suggestion in paragraph B that 
those on active duty be blanketed under social security on a contributory basis, 
and is pleased to note that there is no offset from military retired pay contem- 
plated. The association is pleased with that, in view of the fact that there was 
some suggestion during the hearings before the Bates committee that chere 
might be some offset considered. During the hearings before the Bates com- 
mittee, the association stated the reasons why, in its opinion, such determina- 
tion would be unsound. 

The association feels in this connection that, to provide for some offset would 
not be equitable to retired uniformed services personnel, sirice the retired pay is 
an emolument of office and has always been so considered. It is sometimes 
thought that, because it is not a contributory system, retired pay is a gratuity. 
However, it has been repeatedly recorded, both before congressional committees 
and within the responsible departments, that the active duty pay of military 
personnel has been established with the full knowledge that the retirement is 
noncontributory. Consequently, the pay scales have been fixed at smaller rates 
than would be necessary were a contributory system provided. The Hook Com- 
mission recommendations, which became the basis for the Career Compensation 
Act of 1949, specifically state that the Commission had considered and rejected 
a recommendation for the establishment of a uniformed service retirement pay 
on a contributory basis. It did so for the reasons stated and for the further 
reason that a contributory system would involve a greater expense to the Gov- 
ernment, in view of the vast amount of administrative work which would be 
necessary to handle such a system. 

The Elston committee, which investigated physical disability retirement in 
the 80th Congress in 1948, reached the same conclusion, namely that the retire- 
ment system, at least insofar as it applied to those retired for physical disability, 
constitutes the strongest moral obligation upon the Congress to preserve it. 

OASI benefits come fron: contributions and, since the proposal being considered 
by the Committee, contemplates that uniformed services personnel be included 
under OASI on a fully contributory basis, it is obvious that the rights of those 
covered under it would be established by contributions and such benefits should 
not be diminished below what other contributors to the OASI system receive. 
It is of interest to note that, while most other systems for retirement in the 
Federal Government are contributory in character, the contributions presum- 
ably do not fully cover the cost in any case, since part of such cost is under- 
written by the Government. Consequently, the uniformed services retired per- 
sonnel should not be singled out for a diminution in their retired pay, if they 
are to be covered under OASI. 

The association assumes that the intended purpose of the sentence under the 
tables in paragraph B of this proposal is to remove the restriction on the dual use 
of the gratuitous $160 monthly wage credits now contained in the law. The 
proposal would repeal the restriction on personnel retiring after the effective 
date of this proposed legislation. The association has always been convinced that 
the restriction on the dual use has been wrong in principle from the effective date 
of this provision and we, therefore, strongly recommend that it be removed retro- 
actively from the effective date of the provision, September 16, 1940. 


Comments as to paragraph C 1 


If Congress, in repealing the $10,000 servicemen’s indemnity provision, pay- 
able at $92.90 per month for 10 years, were to substitute $50 monthly, as provided 
in the proposal, the association can see merit in this, and offers no substitute 
recommendation, since the proposal contemplates other benefits which would 
more than compensate for this proposed diminution in amount. 


Comments as to paragraph C 2 


With reference to the 20 percent basis provided in paragraph C 2, as against 
the 80 percent and 20 percent in the Kaplan report, the association sees no ob- 
jection to making such a change. This appears to be compensated for by other 
adjustments in favor of the survivors as, for example, the $50 in C 1, so that the 
total amount would be adequate. 


Comments as to paragraph D 


With reference to FECA repeal, the association favors such repeal and the 
establishment of a plan which will reach all survivors of personnel of the uni- 
formed services alike, even though such new plan will necessarily provide lesser’ 
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amounts in each case. The desirable principle to establish, in the opinion of 
the Association, is a positive proposal which provides an adequate amount for 
all and does not favor any group. 


Il. DEATHS OF VETERANS (PARS. A TO C, INCLUSIVE) 


Comments as to paragraphs A to C 


This proposal seems reasonable. The Association’s only comment is that it 
appears a veteran whose dependents qualify under this provision would receive a 
- higher insurance compensation than a person similarly situated who dies while 
on active duty, and who would receive his compensation under C 1 above. 


Ill. ELECTION FOR DEPENDENTS OF PRESENTLY DECEASED SERVICEMEN AND 
VETERANS (PARS. A TO C, INCLUSIVE) 


Comments as to paragraphs A to C 


The proposal as to election for dependents is so obviously fair and advan- 
tugeous to the dependents of those veterans who have previously died that it 
requires no comment. 


IV. RETIRED MILITARY PERSONNEL (PARS. A AND B, INCLUSIVE) 


Comments as to paragraph A 


The proposal in this paragraph that retired personnel would have the benefits 
for veterans, described in II above, seems fair and equitable, in that retired 
personnel are, in general, veterans and, those who are not should nevertheless 
have the advantages accorded veterans. 


Comments as to paragraph B 


The proposal to amend the Uniformed Services Continguency Option Act, as 
in B (1), is a highly desirable objective, recommended by the association. The 
association would go even further and propose that the Government support, 
in part, not only the cost to those who are retired for physical disability, but 
also all others, as is done by the Government under other comparable systems. In 
this same connection, the association feels that the committee should consider 
the problem that when the Contingency Option Act was placed in effect, in addi- 
tion to providing higher rates for those retired for physical disability, higher 
rates were also provided for those who retired before the effective date of the 
act, as compared to those who elected to come under the Contignecy Option Act 
after that date. The association has never been satisfied that there is any 
sound justification for a higher rate as between these two groups and believes 
the committee should make some provisions so that all retired personnel may 
receive these benefits on the same basis, depending upon their age and the ages 
of their survivors. 

The proposals to amend the Uniformed Services Contingency Option Act as in 
> (2) and B (3) require some discussion. The association cannot understand 
why, since benefits to survivors under the Uniformed Services Contingency Op- 
tion Act program are paid for by the individual during his lifetime on a con- 
tractual basis, his widow or other survivors entitled to payments under the 
Uniformed Services Contingency Option Act should not have the Veterans’ 
Administration dependency compensation benefits now provided by law. If it is 
logical to restrict such payments, then it would appear to be logical to withhold 
the payments of Veterans’ Administration dependency compensation benefits 
from others, so entitled, if the individuals upon whom they have been dependent 
have provided themselves with any type of annuity. The same would also ap- 
ply, in our opinion, to those who may receive any benefits from the annuities 
now payable to retired Federal civilian employees. Any benefit paid for in full 
by a veteran while alive should not be offset against any gratuitous benefit ac- 
corded by the Government for other veterans who did not pay for any benefits 
for their survivors. To do so penalizes thrift and foresight. 

In addition, section 11 of the Uniformed Services Contingency Option Act of 
1953 says specifically : 

“Section 11. Annuities payable under this act shall be in addition to any pen- 
sions or other payments to which the beneficiaries may now or hereafter be 
entitled under any other provision of law, and shall not be considered income 
under any law administered by the Veterans’ Administration.” 
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It was, therefore, obviously the declared intent of the Congress that no offsets 
against other permitted benefits to survivors of veterans should be made by 
reason of the payments of benefits under the Uniformed Services Contingency 
Option Act of 1953. 

The proposal to amend the Uniformed Services Contingency Option Act as in 
B (4) by another year of election for certain persons is a very desirable pro- 
vision and is necessary if any change is made in the rates or costs of the benefits 
under the Uniformed Services Contingency Option Act. 

The proposal to amend the Uniformed Services Contingency Option Act as 
in B (5) has doubtful features and the association takes the position that those- 
retired for physical disability should not be charged higher rates. It is further 
the view of the association that, if section 11 of the Uniformed Services Con- 
tingency Option Act of 1958 is allowed to stand, as it should be, the Associa- 
tion can see no reason for the election provided by this subsection. The new 
reduced rates should automatically be made applicable to all coming within its 
provisions. 


ProposaL B. SwurvivorsHie BENEFITS DATED MARCH 14, 1955 


This proposal consists of three parts, and our comments relate to the third 
only, hence references to I and II of proposal B are omitted. Proposal B differs 
from Proposal A considerably in detail, but not too much in substance. 


III, PROPOSED ACTION (PARAGRAPHS 1 TO 10 INCLUSIVE) 


Comments as to paragraphs 1 to 10 


1. The association favors the blanketing of all active-duty members under 
social security on a full contributory basis as proposed. 

2. The proposal here to award widows $87 plus 10 percent of the gross pay 
seems fair, but the association takes the position that the amounts should be 
sufficient to maintain the widow’s economic position, and has no specific recom- 
mendations as to the absolute amount to be awarded. 

3. Payments to children appear necessary where the mother is remarried, or 
deceased; the amounts again to be left to the discretion of the committee and 
the Congress. 

4. As to widows and children combined, the association has no comment. 

5. As to dependent parents and nondependents, the association subscribes 
to the philosophy expressed that nondependent parents should not be provided 
survivorship protection. 

6. The proposals concerning insurance seem reasonable. 

7. The association subscribes to the doctrine that those already receiving 
benefits as survivor-dependents should be allowed to elect the new benefits if 
they can benefit thereby. 

8. It is agreed that the Federal Employees Compensation Act should not apply 
in the future to uniformed service personnel, and the indemnity provisions of 
Public Law 23, 82d Congress, should be repealed for future deaths. 

This paragraph contains the only reference in proposal B to the six months’ 
death gratuity, which it is assumed is intended to be provided under this proposal, 
as it was under proposal A. 

9. It seems reasonable enough that maximums should be provided for the 
proposed benefits, assuming the maximum (ceilings) are adequate. 

10. The suggestion that military retired pay be reduced by 50 percent because 
the system for providing retired pay is wholly tax supported is unsupportable in 
the opinion of the association. It is well understood that active duty pay is 
scaled down to provide for the equivalent of a contribution to the retirement 
fund, and there is no justification for offsetting. Social Security should in no 
way encroach on retired pay and should be additive, as it is in business and in- 
dustry. (See comment as to paragraph B of proposal A above). 


SUMMARY OF THE POSITION OF THE RETIRED OFFICERS ASSOCIATION 


Summarizing the position of the association, it is believed the final proposal 
should include the following features as a bare minimum : 

Continuation of the 6 months’ death gratuity ; 

Death compensation in adequate amounts, active and inactive, for service- 
connected deaths ; 
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Social Security for all on active duty on a fully contributory basis; and 

Removal of all inequalities between those similarly situated. 

The association cannot stress too strongly that in its opinion no offsets of any 
kind should be made on account of benefits for which the individual has paid 
the full price, such as benefits under the Uniformed Services Contingency Op- 
tion Act of 1953, Social Security benefits, and life insurance proceeds. 

The Public Health Service and the Coast and Geodetic Survey should be in- 
cluded in any such legislation for the reasons that they are paid under the same 
pay laws, are retired under similar retirement laws, are quasi-military in char- 
acter, and are, in fact, combined on a selective basis with the military in time 
of war. 

Our association adheres strongly to the pholosophy of the Kaplan committee 
report and finds much of merit in proposal A and in proposal B. There appears 
to be more to commend proposal A, were a selection to be made between them. 

Finally, the association wishes again to thank the committee for having afforded 
it this opportunity to express its views concerning this extremely important sub- 
ject. 

Sincerely yours, 
W. S. PAUL. 


APPENDIX V-6 


COMMISSIONED OFFICERS ASSOCIATION OF THE 
UNITED States Pusitic HEALTH SERVICE, 


Bethesda, Md., April 4, 1955. 
Hon. Porter Harpy, Jr. 


Chairman, Select Committee on Survivor Benefits, 
House of Representatives, House Office Building, 
Washington 25, D.C. 

DeAaR Mr. CHAIRMAN: This is in response to your letter of March 23, 1955, in 
which you furnished a copy of the staff plan on survivor benefits with reference 
to which you requested the comments of the Commissioned Officers Association 
of the United States Public Health Service. The association is pleased to 
comply. 

As you are aware, the association testified before the Bates committee on the 
Kaplan committee report. It then expressed its strong aproval of the proposal, 
therein contained, as an important and an essential step in the direction of im- 
proving attractiveness of the uniformed services, so essential to the public wel- 
fare. The association wishes now to renew those views with reference to that 
problem, whether the Kaplan committee report or a modified plan be used as a 
basis for preparing needed legislation. 

On the occasion when the association had the privilege of testifying before 
the Bates committee, it strongly recommended that the personnel of the Public 
Health Service be included in any legislation on this subject which might 
be enacted. It can be further stated that the members of this association are 
strongly in favor of equality of treatment of all of the uniformed services in any 
legislation on this subject or other subjects having to do with the uniformed 
services. 

Under existing law, the President is authorized to place the Public Health 
Service in full military status in time of war, which was done under an Executive 
order during World War II. This order ceased to be effective on July 4, 1952, on 
which date the Public Health Service resumed its peacetime status. 

In the association’s statement hefore the Bates committee, it was pointed out 
that, since the Public Health Service ceased on July 4, 1952, to have full military 
status, widows of deceased members of the Service have not been entitled to the 
6 months’ death gratuity, to which the widows of all other deceased members 
of the 6 other uniformed services are and have been entitled. These benefits 
should be restored retroactively to the survivors of the Public Health Service 
personnel as of the date, July 4, 1952, for the few who have thus been overlooked. 

Under these circumstances, the inclusion of these members of the uniformed 
services in any survivor benefit plan which may be created is logical. The asso- 
ciation earnestly urges such inclusion as was done in the counterpart law for 
the survivors of retired members of the uniformed services, the Uniformed Serv- 
ices Contingency Option Act of 1953. 
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Finally, the association would like to inform the committee that it is fully 
aware of the comprehensive comments of the Retired Officers Association on this 
important subject furnished the committee on April 4, 1955, and that the asso- 
ciation joins in supporting those comments. 

The association is deeply grateful for the efforts of your committee and appre- 
ciates the opportunity afforded it to express its views on this important matter. 

Sincerely, 
FRANZ O. WILLENBUCHER, 
National Counsel, Commissioned Officers Association. 


APPENDIX V-7 


THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., April 14, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, Select Committee on Survivor Benefits, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Harpy: In keeping with request contained in your letter of 
March 17, our people have examined the two plans which you sent us. 

Enclosed please find memorandum from Mr. T. O. Kraabel, director of the 
national rehabilitation commission of the American Legion containing a detailed 
statement of his comments on the two proposals in question. 

I trust the enclosed information may be helpful to you. 

With kindest regards, I am, 

Sincerely yours, 
Mites D. Kennepy, Director. 


Apri 13, 1955. 
Memorandum to: Miles D. Kennedy, National Legislative Director. 
From: T. O. Kraabel, National Rehabilitation Director. 
Subject: Proposals A and B, Select Committee on Survivors Benefits. 


Supplementary to our memorandum of March 8, 1955, and in keeping with the 
expressed wish of Hon. Porter Hardy, Jr., chairman of the Select Committee 
on Survivors Benefits, we offer the following comments on the two proposals 
which the committee submitted to us on March 18, 1955. 

We wish to assure Chairman Hardy, his colleagues on the committee and his 
staff, that we have applied ourselves diligently in an effort to reach an under- 
standing of what these proposals are and their impact upon the present system 
or program of dependents compensation, pension, insurance, and other awards. 
The legal consultant, senior medical consultant, chief of claims and chief of 
research have joined the director in probing and analyzing the elements of each 
proposal. 

Moreover, we have exchanged thoughts by phone with National Rehabilita- 
tion Chairman Robert M. McCurdy, by mail or in person with 2 or 3 outstanding 
department service officers. 

Under date of March 22, 1955, a special memorandum, including copies of the 
two proposals, was sent to all key and assistant department service officers of 
our organization in the United States, members of the national rehabilitation 
commission and its executive committee, national field representatives, and our 
own staff members in district offiees. Their views were solicited to the end 
that we might be better prepared to formulate a composite view of the American 
Legion, subject of course to final determination by the national commander and 
the national executive committee. 

In furtherance of our studies, a special subcommittee of the national rehabili- 
tation commission will meet in Indianapolis on May 1 and 2 preceding the spring 
meeting of the national executive committee. Later, on Wednesday after- 
noon May 4, this special committee will meet with representatives of other com- 
missions (legislative, economic, child welfare, security) and their staffs for the 
purposes of exchanging ideas and thoroughly appraising not only these proposals 
but the purpose and program of the President’s Commission on Veterans’ Pen- 
sions, recommendations of the Hoover Commission affecting veterans’ claims, 
insurance, and hospitalization, and other related activities on the part of the 
Government with reference to veterans programs. 
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National Commander Seaborn Collins regards this whole situation as so im- 
portant that he has appointed a special top-level committee to coordinate facts 
and findings and correlate the organization’s concept of and reaction to the several 
proposals. That committee will also participate in the scheduled deliberations of 
May 4, 1955. . 

The material which will be prepared and made available to the national com- 
mander, his special committee and the group of representatives of interested 
commissions and their staffs will consist of summaries of current laws and regu- 
lations, and of proposals and studies made by committees and commissions of the 
Government. 

It may not be necessary, but we desire to assure Chairman Hardy and his com- 
mittee of our sincere desire to cooperate. When an organization such as the 
American Legion—which has been intimately connected with the original con- 
struction of veterans’ benefit laws and the Veterans’ Bureau shortly after World 
War I; which has sponsored and initiated much of the body of veterans’ laws over 
the past 36 years; which has gone through the reconstruction period following the 
damage of the Economy Act of March 20, 1933; which played a top role during 
the days of World War II in behalf of the newer veterans: which conceived, drew 
up, and sponsored the Servicemen’s Readjustment Act of 1944, and which has 
been probably the closest and most constructive critic of the Veterans’ Adminis- 
tration—is called upon to give its views on, or even participate in, a remodeling 
job as to some of the basic laws, it calls for more than casual or superficial con- 
sideration. Much of the new thinking and new proposals goes to the heart of 
the established order of things with which a national associatin such as ours has 
had so much to do. 

Whereas for most of the past 3 decades the American Legion has been the 
proposer and advocate of laws and amendments to laws relating to veterans and 
their dependents, it is now called upon by the Government to give its views on 
propositions initiated by Government committees or commissions, which are at 
great variance with legal and regulatory provisions so familiar to 2 or 3 
generations of war veterans. 

We appreciate the opportunity. Just as the staff of the national rehabilitation 
commission, and later the representatives mentioned above, have considered and 
will consider the proposals immediately before us realistically and carefully, we 
are confident that our comments and questions will be given full deliberative 
attention by the select committee. 


PROPOSAL A 


Our comments will pertain to each section or paragraph of the proposed plan 
as set forth in the comparative table prepared by the select committee. 


I. Deaths on active service 


A. We believe that the death gratuity should be based upon 6 months’ pay, 
should have a range from $1,200 to $3,000, and should maintain the beneficiary 
class and arrangement in effect under existing law. As to minimum and maxi- 
mum amounts, we do think the floor and ceiling should be reasonably related to 
the purpose and need. 

B. If it is determined that social security be made available on a permanent 
basis to servicemen, should it not be on a contributory basis both on the part 
of the Government and the person in service? The method suggested by the 
plan, namely, Government reimbursement only for actual expenditures, raises 
a question as to validity for the reason that it abandons the trust-fund theory. 

If the inservice personnel are to participate on a full contributory basis to the 
OASI fund, then will the benefits flowing from this contractual relationship be 
combined with the current Veterans’ Administration benefits as set forth in table 
1? If so there would certainly result a more realistic payment to the widow and 
children of a wartime veteran who died in service or from service-incurred 
disabilities. 

We do agree that under this arrangement the person who serves should have 
an immediately insured status upon entrance into active duty of at least $200 
average wage, or the average wage credit for the attained grade. 

The question arose as to the repeal of the restriction on the dual use of the 
gratuitous $160 monthly credit. 

C. 1. The proposed indemnity compensation is a substitute for servicemen’s 
indemnity ; the face of the indemnity is reduced from $10,000 to $6,000; and the 
beneficiary class is reduced. We would oppose this reduction. The indemnity 
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compensation would be associated in the payment of the proposed dependency 
compensation which is recommended as a substitute for the existing death 
compensation. 

Would continue a $50 payment beyond 10 years (not stated how long) to an 
unremarried wife or to others who are dependent within the permitted class. 
The payment to a widower only if helpless, and minor brothers and sisters if 
dependent. The indemnity compensation benefit would be offset at the rate of 
$5 per month for each $1,000 VA insurance at risk. Would discriminate against 
the service-connected death in that the insured veteran dying from a non-service- 
connected cause would not be penalized in like manner. 

2. The depedency compensation would be geared to rank and grade, with a 
minimum payment of $75 monthly and a maximum payment of $250 monthly. 
There is no distinction between wartime and peacetime deaths. The dependency 
compensation would be payable to an unremarried widow for life. With an 
exception, no other survivor would be paid this compensation so long as there 
is a widow. The $75 monthly minimum payment to the unremarried widow 
would be increased to a $100 minimum if more than one-half of indemnity com- 
pensation was awarded to dependents other than widow or children. Con- 
versely, where indemnity compensation is paid to children, then the minimum 
dependency compensation to a widow would be $75 rather than $100. 

Where a widow is remarried or dead, the next beneficiaries in line would be 
children under 18, or under 21 if in school (and it is not seemingly required 
that they be unmarried), each would receive one-fourth of the basic amount 
up to $25. Dependency compensation could not be paid to more than 4 children, 
in amounts ranging from $10 to $25 each. 

If there be no widow nor child, then a widower or parents may be awarded 
dependency compensation. Dependency showing by either the widower or parents 
is required. The payment to parents as sole dependent survivors will be one- 
half the basic dependency compensation, with a minimum of $25 monthly to 
each such parent. The combined total of monthly payments from VA and OASI 
programs could not exceed $175 for one parent, and $300 for two parents. 

Payment would be made in this order: widow, child or children, widower, 
parent or parents, not subject to allocation by the serviceman. Where a serv- 
iceman has higher priority dependents there is a provision (the exception above 
mentioned) for a supplementary dependency compensation benefit in addition 
to benefits otherwise paid of dependency compensation in the amount of $50 
monthly to 1 parent, and $80 to 2. Where the indemnity compensation is 
payable to parents the combined indemnity compensation and dependency com- 
pensation could not exceed $75 monthly for 1 and $100 monthly for 2 parents. 

Dependency standards for parents would approximate basic allowance for 
quarters requirements. 

This section is complicated and confusing. We sincerely ask for informal 

- discussions or questions and answers to the end that there may be clarification 
and better understanding. 

D. We agree that FECA coverage of certain members of the Armed Forces on 
active duty, whether peacetime or otherwise, should be removed. We would 
agree with this sction. 


IIT, Deaths of veterans 


A. This section gives rise to questions: Who determines 100 percent disabil- 
ity? What criterion will be used? Will a break of x-months between separa- 
tion from service and beginning in covered employment, with 100 percent dis- 
ability being determined within a year thereafter, impair the man’s eligibility to 
this benefit? Would the widow of this veteran have to go back to show his 
condition between discharge and the start of his employment? Are we correct 
in assuming that current provisions for cases like this and others will apply? 
Is it contemplated that there would be amendatory legislation? What amount 
of benefit goes in cases not covered by OASI? 

B. It is assumed that, by the term “VA insurance rights up to $10,000 would 
be allowed as at present,” (1) the right to contract for national service life 
insurance under sections 620 and 621 of the NSLI Act would be preserved and 
(2) the provisions of section 5, Public 23, 82d Congress, would continue. 

We assume also that the current provisions relating to premium payments, 
lapsation and reinstatement are kept intact. It is observed that indemnity 
compensation would terminate after 120 days or within 30 days if the period of 
active service was less than 6 months. This is a limitation not in existing law 
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in that any person ordered into active service for 30 days or more now has 
indemnity coverage continuing for a full 120 days following separation. 

It appears that an inequity would result from situations arising under I C 
(1) and (2) as compared with situations arising under II B. Under I © (1) 
and (2) should the serviceman die while on active duty his survivor would 
receive dependency compensation but only so much indemnity as has been pro- 
posed by the plan. For example, if the widow is his beneficiary and remarries 
she receives indemnity only for 10 years. Under II B on the other hand, should 
the same man die after separation and after having applied for and received 
VA insurance, such death being from a service-connected condition, his widow 
would receive dependency compensation plus the full proceeds of the $10,000 
insurance contract notwithstanding remarriage. 

In summary, it appears that under almost identical situations, therefore, the 
widow receives different amounts. 

Conversely, if under I C (2) the veteran had allocated his indemnity to a 
dependent sister and he dies while on active duty, his widow gets a minimum of 
$100. However, under II B if he names the same dependent sister as the bene- 
ficiary of his insurance contract it appears that the widow gets only the $75 
minimum proposed by I C (2). After separation from service and after in- 
demnity coverage ceases there is no provision for the $100 minimum contained 
in I © (2) for the surviving widow. 

Cc. Comment same as IC (2). 

As to the provision for payment of dependency compensation for service-con- 
nected deaths after separation, is there contemplated a requirement that the 
disability resulting in death be “actually” incurred in or aggravated by service, 
or would the current provisions for establishing service-connection obtain? 


IIT. Election for dependents of presently deceased servicemen and veterans 


A. What are the new standards of dependency? Table 4 would indicate that 
there is not much ground or purpose for exercising choice since the new rates 
would be less for many grades and groups of beneficiaries. 

B. The proposal of guaranteeing at least 6 quarters of OASI coverage is a 
favorable element in the proposal. This, as well as most factors that go to make 
up the total plan, would require new or amendatory legislation. 

C. Present beneficiaries would not be disturbed, where they elect to continue 
to receive VA death compensation. 


IV. Retired military personnel 


A. This would be fair and equitable. 

B. 1. A significant point here and in tables 4 and 6 is that the disabled retired 
man is to pay no more than the non-disabled and get a higher rate of survivor 
benefit than is in effect at present. This apparently amends the financially 
self-supporting provisions that were in the optional retirement pay plan when 
it was created (Uniformed Services Contingency Option Act—USCO). 

2. It appears that USCO benefits could not be paid concurrently with VA 
insurance and VA death compensation or pension except where USGLI or NSLI 
contracts had been entered into before retirement. This being so, the election 
of the USCO award would deprive the survivor of two other benefit payments 
for which the man had actually paid, that is, premiums paid for insurance on 
a contract under which no settlement would be made, and incurrence of a dis- 
ability in active service resulting in death for which no dependency compensa- 
tion would be paid. Certainly the fact that the person elected to receive a 
lesser retirement in order to provide a continuance of payments to a survivor 
under USCO should not be a basis for barring the survivor from receiving the 
other awards. 

3. Apparently the groups who might take advantage of this election are those 
in the pay grades of E-1 to E-5 inclusive of the nondisabled, and up to E-6 in 
the disabled retired group. 

4. Propose reopening for further year of USCO benefit election. 

5. Grant retired disabled personnel who have been paying the higher dis- 
ability deductions under previous USCO elections (1) the right to continue their 
present higher rate of deductions and retain existing rights to survivor bene- 
fits, including VA death compensation or VA insurance under present laws, or 
(2) elect the new reduced rate provided for through Government subsidy and 
receive the rights under (2) and (3) above plus refund of excess of premiums 
paid over value of term insurance protection received. This is an indication 
that placing in effect proposal A would not necessarily terminate for prospective 
application benefit programs now administered by VA. 
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These questions appear very much in point: What agency, bureau or group 
of individuals would pass upon these choices, make computations and admin- 
ister the new plan? Would it be a combination of VA-Social Security-Depart- 
ment of Defense project? We find it difficult to overlook the possibility that 
misunderstanding, lack of understanding, confused interpretation and other 
complications might be of such extent as to neutralize the alleged advantages 
of the plan. It would also seem that the cost of administration would be 
greater. 

Wouid not the institution of the plan result in two survivor benefit programs 
being operated concurrently? 

Marcu 14, 1955. 
PROPOSAL B 


Part I. Objectives and principles, service-connected deaths in and after service 

1. Automatic, adequate survivor protection for all servicemen. Continue after 
service where death cause is directly related. Should be in favor of surviving 
widow or children, with supplementary payments to dependent parents. 

Comment.—Will the same protection apply to all in-service deaths, whatever 
the cause? In line of duty or not? What meaning has the word “adequate”? 
What significance has the word “directly”? Would there be a causative factor 
requirement? Where sound medical judgment and principles impel a conclusion 
that initial manifestation of disease after service evidences inception in service, 
would resulting death be directly related? Why widow or children, rather than 
widow and children? House Resolution 35 called for a “full and complete in- 
vestigation and study of the benefits provided under Federal law for the survivors 
of deceased members and former members of the Armed Forces.” Death pension 
is now awarded surviving widows and children of war veterans. Does the failure 
to include non-service-connected deaths in the proposal imply a possible doubt that 
it is not in the public interest to recognize the especial service rendered by war 
veterans through assuring such dependents security from want? Could it be 
intended that parents be considered for any benefit award, only if dependent? 

2. A survivor-benefit system should be partially supported by men in service. 
Could be accomplished through participation in social-security system while in 
service. Servicemen and Government to share costs as civilian workers and em- 
ployers do. Should be additional payments above social security, financed en- 
tirely through taxation. 

Comment.—Evidencing the American Legion’s strong belief that a survivor- 
benefit system shou! 1 be supported by those in service is the fact that this recog- 
nized war veteran’s organization stood alone in the 82d Congress insisting upon 
preservation of the contract insurance programs. Restoring contract insurance 
would be one method. Whether the Federal system of social security, provided 
for civilian workers, should be used also to cover military personnel is a policy 
determination for the Congress to make. The American Legion agrees that tax- 
payers—its members are substantial taxpayers—have an obligation to provide 
funds for benefits for survivors of servicemen and veterans. 

3. In addition to widows and children, protect truly dependent parents, without 
cost to servicemen. Require adequate showing of bona fide dependency relation- 
ship at time of death. Place limit on amount of compensation, when parents have 
other income. 

Comment.—lIt is obviously implied that severe restrictions should be placed 
upon awards to dependents. If the Congress provides social-security coverage 
for servicemen, under this contributory system parents may have entitlement 
to benefit payments. Shouldn’t they have? Parents may not be dependent at 
the exact time of death of the serviceman or veteran. They may well be placed 
in a position in later life where contributions to their support probably would 
have been made by the person who served, except that death intervened. If later 
dependent, shouldn’t the Government step in to take the place of the deceased, in 
a measure. That servicemen are ready and willing to provide protection for 
parents, whether or not dependent, is amply demonstrated. They were the prime 
beneficiaries of the contract insured, in the in-service deaths, in nearly three- 
fourths of the cases. The American Legion does not agree that parents should 
prove dependency for insurance or indemnity awards but concedes that dependen- 
ey should be required for a death-compensation award; does not concede that 
extreme poverty should be the basis for such an award. 

4. Payments to dependent parents should be supplemental and not used in 
any manner to reduce amounts payable to surviving widows and/or children. 
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Avoid difference in payments to widows and children, where servicemen were 
of same rank. 

Comment.—Agreed that awards of dezth compensation to parents should be 
independent of those to widows and children. However, serviceman under an 
insurance contract or gratuitously protected by servicemen’s indemnity as a 
supposed substitute for contract insurance should have the right to name bene- 
ficiaries and the amount allocated to each. 

5. Relate a new program of survivor benefits, at higher than current rates to 
widows, to rank of serviceman, with a floor and ceiling. (It is stated that: 
“The principal area where VA compensation would be related to rank is that 
involving officers whose survivors represent less than 15 percent of the VA rolls.” ) 

Comment.—Increase the rates to widows. What about children and parents? 
Do high ranking officers have no obligation to make greater provision for their 
survivors, so as to maintain the living standards to which they have been ac- 
customed? Is it proposed that the 15 percent should be provided for at the 
expense of the 85 percent? If there is to be a differentiation, why not alter- 
natives? Increase awards for deaths in combat, when MIA or POW;; disting- 
uish between careerists and noncareerists as to in-service deaths. The Amer- 
ican Legion believes death compensation should be awarded without regard to 
rank. 

6. Permit present VA widows alone, widows with children, or children alone 
to elect existing or new compensation award. But, decrease new compensation 
awards of those who have received, or receiving, Government insurance or in- 
demnity. Apply new dependency test to all parents now on VA death-compensa- 
tion rolls. If two parents meet test, increase rate to $110. 

Comment.—This would seem to indicate an evident belief that compensation 
for service-connected death is a gratuity. The American Legion does not accept 
this conception. This wotld penalize those survivors whose receipt of insur- 
ance or indemnity, earlier or currently, causing a lesser award. Yet, in 2 above, 
the belief is expressed that servicemen should contribute partially to a survivor 
benefit system. Payment of premiums on insurance should separate proceeds 
of that contract from any other benefit. Here is another indication that con- 
tract insurance is superior to a gratuitous indemnity: the latter may be taken 
away at any time prospectively. It is abundantly clear that the number of par- 
ents on rolls as dependents presently is questioned. There will be a truly sub- 
stantial savings if the great bulk is removed from the rolls. The cost should 
not be great, if $110 monthly is paid for 2 parents, if only a few thousands are 
maintained on the rolls under the existing law or the proposed plan. 

7. Provide social-security coverage on the regularly established basis, so there 
would be no impairment of protection for the men entering service following 
covered employment or for those entering such civilian employment after service. 

Comment—What of the civilian workers whose employment is not covered? 
They would contribute during service. What benefit would result in such event? 

8. Provide same rates for both wartime and peacetime deaths. Continue same 
rates for death due to military service following discharge. 

Comment.—Conditions under which service has been performed during the past 
15 years make equal treatment reasonable, as concerns death compensation award 
in wartime and peacetime deaths. Whether death occurs in or after service, the 
award should certainly be the same when service connected. 


Part IT. Federal payments to nondependent survivors 


1. Payment to nondependent survivors of proceeds of insurance, when the Gov- 
ernment pays excess costs due to extra hazards of military or naval service, and 
payment of servicemen’s indemnity when this is a gratuity substituted for con- 
tract insurance questioned. 

2. Seventy percent of indemnity payments being made to parents. Assumed 
that substantial portion are not dependent. Questions the propriety. Proposes 
in future deaths payments of indemnity be made only to truly dependent 
survivors. 

3. Assumes that indemnity payments of approximately $65 million will be made 
to nondependents on claims adjudicated through June 30, 1954, considering that 
perhaps 50 percent of parents may be. and 50 percent may not be, dependents 
Declares that this type of payment does not seem proper or necessary, embracing 
apparently a beneficiciary group toward whom the Federal Government has no 
obligation. 
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4. More than 50 percent of death compensation payments are made to parents, 
less than 50 percent to widows and children. Also, payments are being made to 
these several beneficiaries of Government life insurance, indemnity, social secur- 
ity, ete. Further, proportion of death compensation payments to parents will be 
greater, as widows remarry and children reach age 18 or, if attending school, 21. 

5. Widows and children should be adequately cared for. Monthly rates should 
be sufficiently high that a reasonable standard of living may be maintained, 
without widows entering gainful employment while children require financial 
support. Declares that it was the serviceman’s responsibility to support his wife 
and children and the Government takes his place after death to provide the family 
income. 

6. Current law and VA regulations on VA death compensation awards to par- 
ents is apparently not based on sound principles or logic in determining depend- 
ency. Payments of other benefits under VA laws disregarded in such determina- 
tion. Cites VA regulation 1057. Parent may have some earnings and still be 
held dependent. 

7. Generally agreed that the Federal Government should provide for surviving 
parents in reality dependent upon the serviceman. Payments should be such as to 
produce reasonable, not excessive, compensation. Recommends $75 for 1 and $110 
for 2, as a.monthly award, but combined income from all Federal sources for 1 
parent should not exceed $125 monthly or $175 monthly for 2. All sources for one 
income should be considered and local economic conditions as well. Combination 
of fixed income such as rents, annuities, etc., plus VA compensation should not 
exceed $125 monthly for 1 parent of $175 monthly for 2. 

8. Establish rules for determining dependency relationship of a parent, by 
legislation. Consider whether serviceman made an allotment in service or in 
fact contributed substantially to support of parents, they being unable to sup- 
port themselves, preceding or during his service. Expresses doubt that 19 of 39 
servicemen were supporting their parents or had a relationship resulting in 
establishment of true dependency, the ratio of deaths in service to parents on 
rolls. 

9. Take adequate steps to reduce burden on taxpayer for awards to parents. 
Provide award only when truly dependent and establish rates in such manner 
that income from Federal sources will be considered in determining VA com- 
pensation award. 


Part III, Proposed action 


1. Place military personnel under social security on a full contributory basis 
with assigned wage credits recommended by Kaplan Committee. Guarantee 
current insured status immediately on entry into service. Federal Government 
contribute same as private employers. Declares this action will increase monthly 
rates paid by social security to widows and children. 

2. Increase compensation rates to servicemen’s widows and, in service-con- 
nected deaths, to veterans’ widows. As to the latter, give some recognition to 
rank in fixing the payments. Establish for a serviceman’s widow a VA com- 
pensation rate of $87 monthly plus 10 percent of gross pay based upon Kaplan 
Committee assigned wage credit rates, with minimum of $125 monthly. Same 
rates for unremarried widow alone as for widow with children, because widow 
with children will receive social-security payments in her own right while she 
has children under age 18, plus social-security payments for the children. 

3. Establish VA compensation rate of $60 monthly for 1 child and $25 
monthly for each additional child, to be paid only where widow is remarried or 
dead. These payments plus social security. VA payments cease when child 
attains age 18, or if married before 18. Would continue to age 21 if in school. 
Payments would continue beyond 18 if child incapacitated. VA payments to 
children would not be varied by rank. 

4, Combined compensation and social security for widow and child with each 
related in a measure to rank. 

5. Pay compensation only to truly dependent parents. Consider other Federal! 
payments, reducing compensation on basis of other awards (OASI-VA-RRP- 
CSR, ete.) Ceiling of $125 for 1, $175 for 2. Require annual income state- 
ments. Redefine dependency. Require those currently on rolls to meet new test 
to continue receiving benefit award not to exceed $75 one, $110 two. Exclude 
nondependents. Serviceman to make own provision for them. Federal Gov- 
ernment should provide no survivorship benefits for nondependents. 
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6. Continue premium waiver for USGLI and NSLI policyholders in active 
service. Continue selling service-disabled veterans insurance; discontinue sell- 
ing veterans special term insurance, on declared basis that latter have not had 
their insurability impaired. 

7. Permit election of current or proposed compensation by (1) unremarried 
widows alone, (2) unremarried widows with children, now receiving, and (3) 
widows or widows with children who become eligible in future because of servy- 
ice-connected death of veterans with no service after proposal enacted. Election 
to involve consideration of any social security and Government life insurance 
received by widow or children. Disregard Government life insurance not paid 
to widow or children. Calculate insurance or indemnity at rate of $4 for each 
er In addition to compensation, pay cash surrender value of USGLI or 

8. Eliminate FECA. Repeal servicemen’s indemnity provisions with respect 
to future deaths. * Replace free 160-wage credit social-security coverage with 
contributory social security. Retain a modified 6-months’ death gratuity along 
lines suggested in proposal A. 

9. Write maximum payment amounts into law, adjusting VA compensation 
when social-security payments change. 

10. Where retired personnel become eligible to social security at age 65, 
reduce retired pay by 50 percent of amount of social-security payment. 

Again may we say that the above comments, observations, and questions are 
tentative. We look forward to an opportunity of getting more detailed informa- 
tion direct from the experts who have drawn up these plans. The value of any 
contribution an outside group could make to proposals of this kind would depend 
upon complete and thorough understanding gained from an exchange of thoughts 
with the experts who formulated the plans. 

We regard the assignment given the select committee of such basic and far- 
reaching significance that we seriously urge a most thorough and careful study 
of what the Government administers now by way of survivors benefits, of the 
basic considerations which led up to their establishment, of other laws estab- 
lishing programs for all citizens and their relationship to or impact upon pro- 
grams for veterans and their survivors and the economy and efficiency of any 
new administrative machinery which either plan might require. 

It has been traditional with the American Legion that the Nation’s concept 
of its defenders and their survivors and the laws enacted for them by Congress 
justify the continuance of an independent Federal agency to administer these 
laws. The effectiveness of such an arrangement has been established over the 
years since the original Veterans’ Bureau was created. 


T. O. Kraaser, Director. 
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